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ABSTRACT 

This study investigates the historical transition of diversifying community currencies (CCs) in Japan. 

We searched for papers, reports, newspaper articles, and websites about Japanese CCs to acquire all 

available information on CCs issued in Japan. We classify the types of CCs by purpose and examine 

their development process by organizing the purposes, issuing forms, and starting year for each CC. 

Our survey results show that 792 CCs were issued in Japan. The largest number of CCs was 130 issued 

in 2002. New CCs have gradually decreased since 2002, and approximately 15-20 CCs were issued 

annually since 2008. The purpose of issuing CCs also changed; CCs aiming to “create connections 

among people” were the most frequent, though this changed in 2002 to “revitalizing the regional 

economy.” The number of issued CCs to “create connections among people” was in third place in 

2011, while “promoting resource recycling” was second.  

To classify CCs in Japan, we conduct a cluster analysis using sample scores obtained by Hayashi’s 

quantification method type III as a dependent variable for the issuing purpose. Many CCs issued in 

the first half of 2000 belonged to Cluster 4, “formation of people’s connection and regional economic 

revitalization;” however, those issued in recent years belonged to Cluster 3, “forestry and regional 

economic revitalization.” Although the number of new CCs decreased drastically in the past 15 years, 

CCs are clearly evolving as a tool for solving social problems with changing issuing purposes. 
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Classification, cluster analysis, issuing purposes, issuing forms, Japanese CCs. 
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1. INTRODUCTION 

The first community currency (CC) in Japan was the Volunteer Labor Bank established by Teruko Mizushima in 

1973 to support working women. Subsequently, in the 1980s and 1990s, the time-banking system spread through-

out Japani following the launch of time-based CCs (e.g., time stocks and “Fureai Kippu”), which were inspired by the 

Volunteer Labor Bank. A CC boom occurred in Japan from the late 1990s through the early 2000s, and over the 

years, hundreds of CCs that are tradable both in the reciprocal realm and the market realm have appeared (Miyazaki 

& Kurita, 2018). According to Lietaer (2004), more than 600 CCs circulated in Japan at the end of 2003, making 

Japan the world’s most advanced and historic country in terms of CCs. However, few papers in English describe the 

current situation and changes with respect to Japanese CCs since the boom, except for a few case studies (see Kichiji 

& Nishibe, 2008; Kurita et al., 2012; Hayashi, 2012; Nakazato & Hiramoto, 2012; Miyazaki & Kurita, 2013; Kurita et 

al., 2015; September 2019). 

Lietaer (2004) described why information about Japanese CCs was not transmitted worldwide as follows: 

Nevertheless, remarkably little is available in any other language than Japanese on this topic [the largest diversity 

of complementary currencies experiments in Japan]. Even more surprisingly, within Japan itself the full range of 

currency experiments is rarely perceived because different Japanese “complementary currency schools” tended to 

ignore each other. 

Lietaer classified Japanese complementary currency systems into four schools: 1) the pioneer issued by the Volun-

teer Labour Bank, 2) the Fureai Kippu system, 3) the Eco-money system, and 4) Grass-root initiatives. At present, 

the eco-money system no longer exists in Japan, and CCs of schools 1 and 2 are rarely issued. In the last few years, 

the CC boom in Japan has settled down, and there are moves to verify past efforts and explore new ways to utilize 

CCs. Recently, we have seen new types of development in the establishment of other types of currencies, such as 

CCs, that give children experience in business commerce and social participation (children’s currency) and CCs 

aimed at conserving the natural environment and promoting local consumption of locally produced goods (see 

Miyazaki & Kurita, 2013; Kurita et al., 2015). We think that these CCs belong to the Grass-roots school, but it is not 

clear what kind of activities the Grass-roots school engages in and how it expanded in Japan. Seyfang and Longhurst 

(2013) attempted to classify the international diffusion of CC types focusing on Grass-roots innovations, but this 

study makes no positive reference to the Japanese initiatives. We therefore attempt to grasp the transition of such 

initiatives from the late 1990s to the present quantitatively. Through our analysis, it is possible to overview the 

scale and extent of the initiatives, which had been difficult to grasp in previous case studies.  

To help understand the transition of the Grass-roots school in Japan, we surveyed 11 papers and reports in Japanese 

that investigated trends in Japanese CCs (Miyazaki et al., 2016). These studies attempted to give an overall picture 

of CCs in Japan by quantitatively evaluating the effectiveness of each. From the results of our surveys, we found 

many cases where mail-based questionnaire surveys or telephone-based interview surveys were implemented to 

investigate cases of CC introductions. Carried out with the principal purpose of understanding the present situation 

and extracting the issues involved, the surveys focused on the CC system and the entities issuing and operating the 

CC. According to the Sendai Urban Research Forum (2002) and Michimori and Miura (2002), who conducted early 

nationwide surveys, the organizations issuing and operating CCs and the commencement of such initiatives in-

creased rapidly from 1999.  

Regarding the purpose of introducing CCs, many of the issuing organizations cited social aims such as “community 

revitalization” and “creating connections among people,” while other organizations cited economic aims like “shop-

ping district revitalization,” “invigorating town planning activities,” and “simultaneously regenerating the local 

community and revitalizing regional commerce.” (Japan Center for Regional Development, 2004; The Japan Re-

search Institute, 2004; Yosano et al., 2006; Kimura, 2008). In general, a CC is used as a tool to solve regional eco-

nomic poverty and community decline, but the goals of introducing a CC differ in each region. Some regions simul-

taneously aim for multiple goals. Meanwhile, as far as the issuance system is concerned, the most common format 

of currency issuance, the note format, accounts for half or more of the total. However, we can divide these note-

issued currencies into two types by whether they perform an endorsement or not. The next most common currency 

system is the book type, and of the many such types that exist, some use the note issuance and book type together. 

In recent years, we have seen a gradual increase in regions adopting electronic centralized management methods 
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via IC cards and online accounts, but at the time of the initial surveys, only a few were examined during the first half 

of the 2000s. 

We cannot know the transition in CC in Japan from these results because these previous studies targeted Japanese 

CCs at a certain point in time. In addition, since they were mainly conducted in the first half of 2000, no research 

has been conducted for all CCs issued in Japan. Therefore, no studies investigated the transition in Japanese CC from 

the end of the boom to the presentii.   

This study aims to clarify the expected roles and limitations of Japanese CC by determining the transition in the 

purpose and form of Japanese CCs from previous surveys and our survey. Asking why such diverse types of CC were 

created by exploring the reason and development process will elucidate the changes in Japan’s economy and society 

through the transition of CCs. 

2. METHODOLOGY 

To make a complete list of CCs issued in Japan since the 1980s, we searched for information about Japanese CCs 

from media such as academic papers, reports websites, and newspaper databases (The Asahi Shimbun and the Nik-

kei). The information about each CC includes the circulation area, the start and end year, the purpose of issuance, 

the issuing form (e.g., Coupon type, IC card), and its convertibility. We divided the 47 prefectures in Japan into three 

areas, and gathered information on CCs in these areas. For each CC, we classified the purpose of issuance into 13 

categories (Table 1) according to the Japan Research Institute (2004). The classification was carried out in two 

steps. In the first step, three authors independently classified the issuance purpose of CCs in an assigned area. In 

the next step, the validity of the classification was discussed and a final decision was then made. From the collected 

information, we could hardly obtain information about the end year of a CC and its convertibility. Regarding the 

former, about half of Japanese were CCs suspended or terminated within 2 - 3 years of its issuance (Izumi, 2006), 

though the termination was not announced in many cases. 

Table 1. CC issuing purpose classification. 

1) Creating connections among 
people 

2) Promoting welfare and medi-
cal care 

3) Promotion of recycling 

4) Natural environment protection 
5) Protection and restoration of 

cultural properties 

6) Maintenances of roads, 
parks, and public facilities 

7) Regional economic revitaliza-
tion 

8) Promotion of local festivals 

and events 
9) Promotion of civic activity 

10) Support for the agriculture, for-

estry, and fishery industries 

11) Promotion of exchanges with 

other regions  
12) International cooperation 

13) Others 
 

 

 Our study identified 792 CCs issued in Japan, 537 CCs of which fit within our classification of issuance purpose. 

Although there are CCs with only one purpose, many CCs have multiple. To specify the features of the combination 

of purposes, we conducted a cluster analysis using sample scores obtained by Hayashi’s quantification method type 

III (Hayashi, 1951) as a dependent variable for issuing purpose. From the results of these analyses, we consider the 

features of issuing purposes according to issuing forms and transition. 

3. RESULTS 

3.1. Transition of issuing purpose of Japanese CCs 

Fig. 1 shows the time series of the number of new Japanese CCs from 1999 to 2016. The number of new CC in Japan 

intensified their increasing trend since 1999, but started declining after peaking in 2002; then, approximately 15 

CCs were issued annually since 2008. 
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Figure 1. Time series of the number of new Japanese CCs. 

Table 2 is a cross-tabulation showing the relationship between the issuing purpose and form. The most common 

purpose for issuing CCs was “creating connections among people” (349 samples), followed by “regional economic 

revitalization” (258 cases). The most frequently issued form is “coupon type” (429 samples), which actually ac-

counts for 80% of the total. The second is “book type” (104 samples), and there are fewer CCs issued through digital 

media such as IC cards and online system than that for analog media. Focusing on the relationship between issuing 

purpose and issuing form, 93% of the book type, 62% of the coupon type, and 86% of the online system CCs were 

issued for “creating connection among people.” On the other hand, 50% of coupon type, 35% of book type, and 68% 

of IC cards aimed at “regional economic revitalization.” Since the book type is limited to between dozens of people 

to hundreds of participants, rather than revitalizing the regional economy, it is adopted for “creating connections 

among people.” 

Table 2. Relationship between CC issuance purpose and issue form in Japan. 

 

Fig. 2 shows the time series of the number of new Japanese CCs by issue purpose from 1999 to 2016. The purpose 

of issuing CCs changed; CCs aimed at “creating connections among people” were the most frequent. However, the 

most frequent purpose since 2007 was “regional economic revitalization.” The number of issued CCs for “creating 

connections among people” was third in 2011, while the number of CCs for “promotion of recycling” was second. 

Many Japanese CCs have both single and multiple purposes, so it is difficult to determine the characteristics of CCs 

in Japan from only Fig. 2. Therefore, we must clarify the combinations of issuance purposes. 
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Figure 2. Time series of the number of new Japanese CCs by issuing purpose. 

3.2. Characteristics of combinations of issuing purposes  

Based on responses (categories) to the 13 issuing purposes of each CC (samples), Hayashi’s Quantification Method 

Type III quantifies samples and categorizes simultaneously. In this method, a response matrix should be rearranged 

so that the correlations between rows and columns become maximal. a “category score” can be obtained for each 

issuance purpose as an element of the eigenvector corresponding to the maximum eigenvalue. A “sample score,” 

which is an average value of the category score with which the CC responded, can be assigned to various CCs. We 

applied a hierarchical clustering method to all sample scores obtained by the Quantification Method Type III and 
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tion” are related to dimension 1, “promotion of a local festival and event” and “promotion of civic activity” were 

related to dimension 2. From this result, dimension 1 on the X axis represents “Environment-oriented CC,” and 

dimension 2 on the Y axis represents “Regional activity-oriented CC.” We defined the following 5 clusters by exam-

ining the meanings represented by each dimension and the issuing purpose of the CCs belonging to each cluster. 

Cluster 1: Revitalization of regional economies based on environmental protection and resource circulation 

Cluster 2: Multipurpose CCs 
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Table 3. Number of CCs in each cluster. 

 

 

 

Figure 3. Scatter plot of sample scores by cluster: Some points contain some CC data. 
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Figure 4. The time series of the number of newly issued Japanese CCs by cluster. 

Fig. 4 shows the time series of the number of new Japanese CCs by cluster. Cluster 4 was the most frequently issued 

CCs in 2002, but Cluster 3, which targeted the regional economy and forestry, is the leader from 2012. Most envi-
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Fukushi (Sawayaka Welfare) Foundation,” which spread the concept of time-based currency in Japan and Toshiharu 

Kato, who advocated “Eco-money,” influenced the transition of Clusters 4 and 5 in the 2000s. We think that the 

number of new CCs belonging to Clusters 4 and 5 decreased in the second half of the 2000s because they reduced 

the involvement in the spread of these CCs. However, the Sawayaka Fukushi Foundation has been supporting the 

issue of CC called “reconstruction support currencies” to promote recovery from the Great East Japan Earthquake. 

This activity contributes to the number of newly issued clusters 5 in recent years. On the other hand, the Atom 

Currency (Cluster 1) launched branches in various areas of Japan from 2008, each of which shared a circulation 

scheme that succeeded at its headquarters, so the number of new CCs belonging to Cluster 1 has increased. In the 

2010s, organizational activities such as “Transition Town” and the “Kinoeki Project" contributed to the rise in the 

number of new issuances in Clusters 3 and 4. These organizations regularly hold study sessions on CCs and shared 

knowledge of issuing and operating CCs. In particular, the “Kinoeki Project” systemized the method for exchanging 

thinning wood and CCs to enable introduction of this system in various areas in Japan. By this approach, the Kinoeki 

Project was implemented in about 40 regions in 2017. However, in all areas, the “Kinoeki Project” had a deficit 

balance after deducting subsidies from income. This means that the project is financially unstable (Fujimoto et al., 

2015). Even CCs belonging to Cluster 3 have the problem of operating cost, and unless this problem is solved, not 

only does the number of new CCs decrease, but also the system itself using the CC may disappear. The field required 

the development of a CC system that revitalizes the regional economy without relying on subsidies, but there are 

few successful models in Japan. 

5. CONCLUSION 

We clarified the transition in the expected roles of Japanese CC by investigating the issuing purpose and form of all 

CCs issued in Japan. The results of our survey show that the number of new CCs in Japan fell dramatically until 2008, 

with peaks in 2002, suggesting that the expectation of CCs as a tool for regional economic revitalization and creating 

connections among people has been decreasing. However, new CCs have not disappeared: from 2008 to 2016, 15-

20 new CCs were issued annually. New types of CC stand out (e.g., the “Kinoeki Project”, the “Atom Currency”, and 

reconstruction support currencies to recover from the Great East Japan Earthquake, etc.), while the combinations 

of issuing purposes have changed in line with the Japanese economy and society. One of the mechanisms through 

which new types of CCs are spreading is that an organization issuing a specific CC propagates its circulation model 

to various areas. CCs belonging to Clusters 1 and 3 are increasing in the 2010s because the “Atom Currency” (Cluster 

1) and the “Kinoeki Project” (Cluster 3) spread their circulation model to other CC organizations.  

In this study we focused on the starting year, purpose, and form of Japanese CCs, but we need to clarify the effect of 

the CCs in Japan by examining the duration of each CC and the degree that each achieved its purpose. It is also 

necessary to clarify the distribution process of the CC circulation model and how the issuing organization is involved 

in the process. Such findings may reveal how to revitalize the stagnant Japanese CC. To address these research sub-

jects, we plan to conduct interview surveys and questionnaire surveys of the main issuing organizations in Japan 

we found in this study. 

In addition, of the many types of digital CCs, we only checked the IC card type. Recently, some cases of attempts to 

issue other types of digital CCs have emerged in Japan. These digital CCs are characterized by benefits to both users 

and issuers, such as settlement by smartphone application and cheap system maintenance and management costs. 

It is necessary to continue attempting to determine what kind of cluster the digital CCs will form in the future. 
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i - For further details about the evolution of time banking in Japan, please refer to Miller (2008). 
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iii - For further details about the “Mori Ken,” please refer to Miyazaki and Kurita (2013). 

iv - The “Atom Currency” is distributed to people who have done “good things” according to the four principles of 

“area,” “environment,” “international,” and “education” (Weekly Waseda, 2010). 
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ABSTRACT 

This paper suggests that studies on local currencies (LCs) should engage in spatial analyses, as far as 

their territorial distribution is highly heterogeneous. It provides a statistical overview of the territo-

rial features of LCs functioning in France, wherein their number has increased solidly and remarka-

bly fast over the last decade. However, there is a huge variety in their extent, and their development 

has not been spatially even, especially with regards to the administrative subdivision of the country 

in departments (counties or departments that correspond to the NUTS-3 level of regions according 

to the administrative territorial classification of the EU). This uneven distribution let us presume that 

it is interrelated with different territorial conditions, which motivated our research. We build a size 

index of LCs and provide a cluster presentation of them as of 2018. A departmental territorial break-

down of data shows statistically significant spatial concentrations of LCs in France. We then provide 

insights into the reasons for such concentrations. 
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1. INTRODUCTION 

France is the country that experienced the most impressive dynamics in the emergence of local currencies in the 

years 2010. These currencies are issued by nonprofits (under the legal form of associations) as a counterpart of the 

same amount in euros brought by users and put into reserve accounts. Providers (which can be shops, producers 

and other market activities, public services and utilities, associations) may ask for the repayment of the local cur-

rency they receive at the association that should use its reserve accounts for this purpose. This definition narrows 

the scope of what is often called CCs or complementary or community currencies. Under Longhurst and Seyfang’s 

taxonomy, local currencies must be distinguished from “service credits” (like time banks) and “mutual exchange” 

(like LETS) and “barter markets” (like the Argentinian Trueque) (Longhurst and Seyfang, 2013). Under Blanc’s ty-

pology, the local currencies under scrutiny in the present paper refer to economic projects aiming at protecting, 

stimulating or orientating the local economy, and are implemented in what is called a third generation of CCs, which 

are characterized by convertible schemes that include local businesses (Blanc, 2011). In any case, one should not 

confuse the specific category of local currencies, used in this paper, with the generality of complementary or com-

munity currencies.  

Local currencies are not a new phenomenon. In the early 1930s, during the first years of the great depression and 

in contexts of harsh budgetary restrictions and booming unemployment, a wide range of complementary currencies 

of various kinds were issued by local communities that tried to compensate for the shortages of the legal tender, in 

some countries of Europe as well as in the US (Gatch, 2008; Kennedy et al., 2012). A very few of them had been 

banned, such as the currency of the municipality of Wörgl in Austria, before such kind of initiative would blossom 

in the country. When local governments were committed in their issuance, this did not last much, while central or 

federal governments barely paid attention to them. The only experience that survived this period is the still existing 

WIR Bank, in Switzerland, a model of mutual credit system primarily for B2B (Stodder, 2009; Vallet, 2016) rather 

different from local currencies. The other initiatives did not survive the period of the Depression and disappeared 

within a few years. 

In the recent decades, and as a part of the dynamics of alternative currencies that were experienced since the be-

ginning of the 1980s, local currencies re-appeared under various forms. They barely originated from municipalities 

and other local governments but were mostly the result of civil society association. After a period in which they 

were issued as lump-sums paper currencies to new members (Trueque, Argentina; see e.g. Orzi and Plasencia, dir., 

2007; Gómez, 2009 ; Saiag, 2015) or for registered providers (Ithaca HOUR ; see e.g. Jacob and alii, 2004; Grover, 

2006), new schemes emerged from the end of the 1990s and blossomed in the following decade, that soon imposed 

the three pillars of parity to the national currency, backing by an equivalent reserve in the national currency, and a 

convertibility limited to professional members. That was the case, with nuances due to local choices, of the local 

currencies of Brazilian community development banks such as the Palmas, of various German “Regio” currencies 

such as the Chiemgauer, of the BerkShares in the US, the Bristol Pound in England, etc.  

Though LCs are not necessarily the tools and results of crisis management, the procyclical feature of the current 

financial and monetary systems and the major shock of the crisis of 2008-09 contributed to a new interest in the 

potential beneficial effects of various kinds of alternative currencies, including the local currencies that are dealt 

with in this text. The other major source of interest in these schemes lays in their potential contribution to the 

ecological transition at local level. In any case, they are seen as possible tools for a move toward more vibrant and 

resilient communities.  

In France, longstanding reflections but limited experiences were revived after the shock of 2008-09. The first pro-

jects started in the aftermaths of this crisis, with arguments combining the search for local responses to it, the will 

to contribute to a global shift toward an economy less dependent on the financial system and the need for experi-

mentations for territorial resilience building and ecological sustainability. The limits of the then ongoing experience 

of the SOL currency were overstepped in 2010, with the creation of the first French local currencies based on the 

three pillars of parity, backing and partial convertibility (Fare, 2011; Blanc & Fare, 2018). In 2018, 75 local curren-

cies circulated in the country (74 at the end of the year, after one shutdown) and a total of 86 had been implemented 

since the beginning of this wave, which makes probably France the second country in the world by the number of 

this kind of currenciesi. In Brazil, the number of community development banks topped 100 in 2013, mostly asso-

ciated to kinds of local currencies (called moedas sociais) (Rigo, 2014; Rigo and França Filho, 2017). The dynamics 
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in France proves to be over that of the many US HOURS of the years 1990s (Collom, 2005), as well as the German 

Regios of the years 2000s (Thiel, 2011; Volkmann, 2012). As will be seen, though still growing in 2018, it is likely 

that the movement already reached its peak in terms of yearly launch of new currencies. It might be said that it is 

time to get a systematic statistical overview of such dynamics.  

If statistical overviews of national dynamics of local currencies can be found in the literature (e.g. Collom, 2005, on 

the US HOURS-like systems), spatial presentations have been mainly omitted so far, most probably due to the lack 

of systematic data. In the case of LCs in France, no systematic statistical overview of LCs exists, with the exception 

of Fourel, Magnen and Meunier (2015, p. 55 sq), on the basis of a survey in 2014, which provided some (actually 

scarce) data on 14 cases of circulating LCs and on 18 projects. Since then, the impressive rise in the number of LCs 

throughout the country calls for further systematic evaluation. Moreover, as will be shown, their territorial distri-

bution is highly heterogeneous: parts of the country experience strong movements on LCs implementation and de-

velopment, while other parts look like deserts on this matter. This paper was then motivated by the lack of spatial 

analyses, be they on French LCs or on other kinds of complementary currencies and in other countries. It states that 

studies on LCs should engage in spatial analyses.  

So far, a few master theses on French LCs developed kinds of regional analysis, while no published academic paper 

was identified. Poveda (2015) zoomed on the Eusko, the successful local currency implemented in the Northern 

Basque country. Simon (2018) tried to embrace the whole national dynamics through the viewpoint of the French 

administrative breakdown of the “regions”, but this level (that divides Metropolitan France into 13 regions) seemed 

too large to provide accurate conclusions.  

The present paper aims at analyzing the main characteristics of the French dynamics of LCs, on the basis of an 

original database (see Appendix 1) that allows displaying its spatial dynamics. By analyzing these spatial dynamics, 

we may understand better and learn more about the territorial conditions of France. And the reverse might be true 

as well; analyzing the territorial socioeconomic conditions can contribute to the increase of our knowledge on the 

preconditions for the successful functioning of LC schemes. The authors’ intention with the present paper is to 

launch new perspective in the academic research dealing with monetary innovations under territorial lenses by 

accounting for territorial specificities through a spatial quantitative analysis. 

The paper starts with the presentation of the overall evolution of French local currencies during the period 2010-

18, on the basis of this original data. As there is a huge variety in the extent of LCs, we build a simple and original 

size index of LCs and consequently define 5 clusters depending on this index (Section 2). Then, we deal with the 

spatial features of the territorial distribution of the local currencies in a NUTS-3 regional (i.e. departmental) break-

down by applying descriptive statistics and correlation analyses. This unveils a degree of spatial concentration that 

shows how the process of creation and implementation of this kind of schemes is not spatially even (Section 3). The 

paper then emphasizes the spatial heterogeneity of local currencies in France (Section 4). 

2. THE EVOLUTION AND THE EXTENT OF LOCAL CURRENCIES IN FRANCE 

Since the birth of the Abeille (in Villeneuve-sur-Lot) in early 2010, the rising field of local currencies structured 

around two overlapping networks. The first historical one is a network called “SOL Movement”, which is based on 

a formal nonprofit, originating from the previous SOL scheme that led to a few experiences in France from 2006 to 

2012 (Fare, 2011)ii. These experiences were not exactly local currencies as defined in the introductory section, but 

rather and mainly rewarding schemes for ecological consumption (though their scope was initially much broader). 

This network was rejuvenated in 2011-12 with the birth of the SOL-Violette (in Toulouse), a paper local currency 

based on the three pillars seen above that had been first implemented in France by the Abeille. This formal network 

not only serves as a forum for experience sharing, but also provides technical support and works at the improve-

ment of the economic efficacy of the experiences by developing advocacy, promoting the involvement of local gov-

ernmentsiii and looking for technical solutions such as the use of digital versions of the currencies (not in order to 

replace the paper notes but to be used beside them, as in various British schemes or in the case of the Chiemgauer).  

The second network was built as an informal collective grouping of persons and experiences, starting with the case 

of the Abeille, and can be called the “MLCC network”iv. This informal grouping used to organize national encounters 
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twice a year and wrote a manifesto in order to frame what could be called, initially, “local complementary curren-

cies”, then, “local citizen complementary currencies”, thus contrasting with local currencies from local governments 

or from merchant’s associationsv. Overall, this network used to be oriented toward the clear definition of the values 

and principles a local currency should be respectful of, thus playing a very normative role – e.g. considering as a 

requirement that the projects be implemented by citizen. It maintains a website that contains an extended database 

on French experiences and projects, though based on voluntary declaration of their promotersvi.  

Though separated and distinct in their nature, these two networks overlap in that local currencies’ associations may 

participate in both of them, and also co-operate on various points. It should be added eventually that a few local 

currencies are external to both networks, such as a few cases of currencies issued and managed by local merchant’s 

associations.  

We built an original database of circulating LCs as of 2018, starting with the data provided by the website of the 

MLCC network that we refined by checking and completing it (Appendix 1). An overall number of 75 local currencies 

was identified as circulating in 2018, and a few others had circulated before but stopped their activities. Figure 1 

displays the evolution of this number of local currencies in France from 2010 to 2018, taking into account the orig-

inal cases of SOL schemes that circulated before 2010. This overall number is remarkable, though most of them are 

of a small size and their potentials are underused (Blanc & Fare, 2018).  

 

Figure 1: Number of local currency schemes in France, 2010-18. Left scale: launched and shutdowns. Right scale: net number of circulating LCs, 

end of year. Source: authors 

We included in our database basic data on the number of individual users, the number of providers and the money 

supply of each circulating LC as of 2018 (see Appendix 1 for details on the way this dataset has been completed). 

While the important number of estimates prevents from developing in-depth calculations, it may be used however 

to provide a gross estimation of the overall extent of LCs as of 2018. Table 1 displays such an estimation. At first 

glance, the uneven size of the LCs is a major fact, since the median of the data distribution is far below the average. 

A small number of LCs are thus much more extended than the others and pull up the average significantly. The ten 

biggest LCs, i.e. 13.3 % of them, display 57.8 % of the money supply. The biggest one (by far), i.e. the Eusko (in the 

Basque country), makes 30 % of the overall money supply. The concentration is less important with regards to the 

number of individual users and providers. Moreover, the money supply median is much lower than the median for 
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the number of individual users and providers. This indicates that the success of LCs is not only related to the number 

of individual and professional users they manage to enroll, but it also and especially translates into the extent of 

their circulation. The biggest case (that is, the Eusko) displays indeed a ratio of money supply per individual user of 

nearly € 333, while the average is € 89. The importance of the money supply of the Eusko and of the 10 biggest 

cannot be explained by specific issuing rules, since almost all LCs were issued the same way in 2018. The develop-

ment of digital versions of some LCs (which notably allow monthly conversions that push the money supply up) 

was too preliminary in 2018 to explain such gaps.  

Table 1: Basic data estimates on the 75s French LCs as of 2018. Source: authors. 

 Money supply Number of provid-

ers 

Number of individ-

ual users 

All local currencies € 3,333,770  9,185 37,433 

Of which: Eusko (cluster 5) 30.0 % 7.1 % 8.0 % 

Of which: the 10 biggest (clusters 4 and 5) 57.8 % 33.2 % 42.1 % 

Average € 44,450 122 499 

Median € 19,000 90 311 

 

In order to take account of the various size of these LCs, we built an original size index according to the following 

formula:  

Si=Mi ×(Pi +Ui ) 

With:  

- Si  the size index of the currency (i) 

- Mi its money supply  

- Pi the number of accepting places (or so-called “providers”)  

- Ui the number of individual users (which, under the French legal framework, are supposed to be formal 

members of the issuing non-profit organizations) 

We estimated this size index for each circulating local currency for the year 2018 and, in order to simplify this set 

of data as well as to overcome the problem of approximate estimations for several cases for which the data were 

not complete (see Appendix 1), we classified them into five clusters, from the smallest experiences (Cluster 1) to 

the most extended ones (Cluster 5) (Table 2).  

This synthetic index can be used as a general comparison index on the size of local currencies (as previously defined, 

that is, based on the three pillars seen above), notwithstanding possible exchange rate issues between the national 

currencies that back themvii. Table 2 provides examples of non-French European or North-American cases for uses 

of international comparison. As clusters are built on classes of size indexes, the correction of data by purchasing 

power parities would probably not generate changes in this table.   

In this paper, the clusters are used on a static way, since the observed cases are put into clusters as of their state of 

development in 2018. When thinking dynamically, the observer could think that the trajectory of a given LC should 

be to climb the steps of the clusters one after the other. However, a more detailed observation rather leads to think 

that, whereas LCs may change their clusters when maturing, many do not change significantly toward cluster 5. 

Some of the oldest LCs are indeed stuck in Cluster 1 (Commune), Cluster 2 (Luciole) or Cluster 3 (Abeille), and we 

may observe stagnation or a low pace of development of many LCs, while shutdowns of rather small ones have been 
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experienced during the period 2010-18. Conversely, high ranked LCs, which are schemes whose clustering is high, 

seem to have reached a high cluster one or two years after their launch.  

Table 2: Clusters of circulating local currencies, France, 2018, and international comparison. Source: authors. 

Cluster Cluster 1 – LCs 

with inward 

circulation 

Cluster 2 – 

Small LCs 

Cluster 3 – Me-

dium LCs 

Cluster 4 – Ex-

tended LCs 

Cluster 5 – Ma-

jor LCs 

Range of size 

index 

𝑆𝑖 < 106 106 ≤ 𝑆𝑖 < 107 107 ≤ 𝑆𝑖 < 108 108 ≤ 𝑆𝑖 < 109 109 ≤ 𝑆𝑖
< 1010 

Number of 

cases (France, 

2018) 

11 32 22 9 1 

Some cases 

(France, 2018) 

Commune 

Trèfle 

Bou’SOL 

Lignière 

Luciole 

Nissart 

Galais 

Lien 

Abeille 

Florain 

MIEL 

Pive 

Pêche 

Rollon 

Roue 84 

Cairn 

Doume 

Elef 

Gonette 

Léman 

SOL violette 

SoNantes 

Eusko 

Similar Euro-

pean and 

North-Ameri-

can cases 

(country, year 

of data) 

 Totnes Pound 

(UK, 2008) 

Ithaca HOUR* 

(USA, 1998) 

Epi lorrain 

(Belgium, 

2015) 

BerkShares 

(USA, 2017) 

Brixton Pound 

(UK, 2016) 

Grama (Spain, 

2018) 

Chiemgauer 

(Germany, 

2017) 

Bristol Pound 

(UK, 2017) 

* Ithaca HOUR is not of the same type of local currencies as the others, as seen above, due to the lack of backing and of con vertibility in U.S. dollars. 

We put this case in the table in order to get a broader view.  

Figure 2 displays a map of France with the location of the 75 existing local currencies in the metropolitan territory 

of France, weighted according to their cluster. This map shows that local currencies are distributed unequally on 

the French territory. The next section furthers the analysis on this phenomenon of spatial concentration.  
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Figure 2: Location and size of the circulating local currencies in Metropolitan France in 2018. Source: Own editing. Map of Metropolitan France 

with departmental delineations. 

3. THE SPATIAL CONCENTRATION OF LOCAL CURRENCIES IN FRANCE 

As observed, the spatial distribution of local currencies in France is not even. Figure 3 displays the evolution of their 

localization between 2012 and 2018. They developed at first in the south and southeast of France, then spread over 

western and northwestern places, with a few eastern and northern cases. Figure 4 shows the map of France with 

the connectivity graph of the circulating LCs based on their GPS coordinates. The distance-based threshold value of 

neighborhood is adjusted to be the lowest where each point has at least one neighbor, in order to avoid isolates, 

which is 160.1 km in this case. Those schemes are considered as neighbors, and therefore connected by a line on 

the map, whose beeline proximity is within that distance value. Three major concentrations can be seen in the 

northwestern, southwestern and southeastern part of the country. If the spatial distribution were even, we might 

conclude that the socioeconomic conditions within the country are spatially even too, or that the territorial inequal-

ities do not influence significantly the evolution of LC schemes. However, none of them is the case, as we see on the 

maps of Figure 3 and 4. 
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Figure 3: Localization of LC as of 2012, 2015 and 2018. Source: Own editing. 

 

 

Figure 4: Connectivity graphs of the circulating LCs in France in 2018. Source: Own editing. 

The uneven distribution is not only a matter of observing variety among departments with regards to the number 

of LCs in them, but also a matter of observing that this variety does not reflects the demographics. To do so, we 

calculated an estimated absolute value per department of the aggregated volume of LCs that circulate in them (Fig-

ure 5), derived from the size index presented above. The most populated areas of France, including Paris and the 

region Île-de-France (more than 10 million inhabitants), display very few numbers of LCs circulating with low vol-

umes. Among the most populated departments of France, letting aside the departments that compose the Île-de-

France region, the Nord (with Lille as a major metropolis) does not display any LC, while the Bouches-du-Rhône 

(with Marseille) experiences several but with low volumes. Figure 5 shows the distribution of the aggregated vol-

ume in the departments that experience such circulation.  
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Figure 5: Estimated value of the aggregate LC size index and population per departments.* Source: own editing. 

* Remarks: 1) The actual absolute value of the aggregated volume of LCs is given by the addition of the size indexes of the LCs of each department 

that experience the circulation of LCs. When a local currency circulates in various departments, we consider a rough share of  this circulation per 

department. In the case of the Leman, which mostly circulates in Switzerland, we attribute a share of 33% of its circulation for France, equally 

distributed between the departments of Ain and Haute-Savoie. 2) Due to the important size index of the Eusko (department of Pyrénées-Atlantiques), 

the graph is shown in logarithmic scale. 

For Figure 5 presented above, we used an estimation of the actual absolute value of the aggregate LC volume. How-

ever, later on, we are going to use the aggregate ordinal cluster value of LCs per departments. The reason behind 

this is partly technical; in several cases, we do not have reliable data on the absolute value of volume of LCs, while 

we can still safely classify those cases into appropriate clusters. On the other hand, the number of schemes is still 

taken into consideration this way, but not as much as in the previous approaches that consider purely the number 

of schemes and ignore their volume. 

We use below a departmental breakdown to implement a spatial analysis of LCsviii. Departments may appear as 

relevant territories for such an analysis, given their size, the availability of socio-economic data built by the INSEEix  

and the fact that several LCs are expressly built to circulate throughout their department of implementationx. The 

75 circulating LCs that were identified in France as of 2018 may be compared to the 96 departments that compose 

this territory. Departments allow thus a much finer grained analysis than the regional breakdown used by Simon 

(2018).  

In order to prove statistically the existence of the territorial concentration, we calculated a departmental aggregate 

adding up the ordinal cluster value of the LCs that circulate in them. It is thus derived from the above-mentioned 

synthetic size index S and the subsequent clusters. Territorial concentration is often called spatial autocorrelation, 

which is a more technical term. A commonly used statistic is Moran’s I that measures the degree of spatial autocor-

relation of given values. Applying this statistic to our data, the population weighted global Moran’s I analysis and 

its permutation test confirm the presence of the spatial autocorrelation of the aggregated cluster LC value at de-

partments (Figure 6). The population weighted local Moran’s I analysis shows statistically significant spatial con-

centration of low aggregated cluster value of local currencies at some of the northern departments, while there is 

another spatial concentration of high aggregated cluster value at some of the southern and southeastern depart-

ments (Figure 7). 
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Figure 6: Population weighted global Moran’s I statistic on the spatial distribution of aggregated cluster value of LCs per departments and its per-

mutation test. Source: Own editing. 

 

Figure 7: Population weighted local Moran’s I statistic on the spatial distribution of aggregated cluster value of local currencies per departments. 

Source: Own editing. 

We performed another test, although less sophisticated than the previous one, to underpin the argument of the 

spatial concentration. Table 3 shows the number of French departments according to their geographical position 

within the country as well as according to the existence of any local currency schemes within them. (Herewith, we 

took off the two departments of Corsica and the city of Paris.) As we see, only the northeastern part of France con-

sists of departments mainly without local currency. Analyzing statistically the association between the geographical 

location of the departments and the existence of local currencies, we can see in Table 4 that there are some sorts of 

dependencies between these variables at significance level p<0.05. These results confirm the above presented spa-

tial autocorrelation test results. 

 

 

 

 

Table 3: Number of French departments according to their geographical position and the existence of local currency schemes. Source: Own editing. 
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Location 
Are there circulating LCs? 

Total 
Yes No 

Northeast 8 15 23 

Northwest 20 7 27 

Southeast 15 8 23 

Southwest 15 5 20 

Total 58 35 93 

 

Table 4: Association between the location of the French departments and the existence of local currencies. Source: Own editing based on Table 3. 

 Value Significance 

Pearson Chi-square 10,472a ,015 

Phi ,336 ,015 

Cramer’s V ,336 ,015 

Number valid cases 93 

 

The results of the statistical analysis may be enlightened by the broader territorial socioeconomic conditions of the 

country. In the years 2010, a debate spread over in French academics and beyond on the territorial dynamics within 

the country (see notably Davezies, 2012 and the controversial Guilluy, 2014). The role of the rising metropolises 

was put central stage. As the important urban areas attract skills and capital from abroad and generate most of the 

nation’s GDP, the effects of these metropolises on the other territories, called “peripheral” by Guilluy (2014), was 

particularly debated: are metropolises attractive centers that capture growth and wealth at the expense of their 

peripheries, leading to their impoverishment and desertification, or do they serve as an engine for the growth of 

the latter? And, consequently, what are the effects of the public policies that support the attractiveness of metrop-

olises on the peripheral France?  

The fate of middle towns in this context of rising metropolises and declining traditional industries, notably in the 

northern and eastern parts of the country, was also discussedxi. Middle towns were generally considered weakening 

by the surge of metropolitan areas. In order to assess their situation, the CGETxii built an index of fragility of middle 

towns based on their demographic dynamics, economic dynamics and poverty rates on the period 2008-2013 (Bou-

tet, 2017). It showed a more complex situation than the too general viewpoint that would consider middle towns 

as declining. According to the CGET, declining middle towns are indeed mostly found in northern, northeastern and 

central parts of France, while many others are considered in a favorable situation in northwestern, western, south-

western, southern and southeastern parts of the country. Interestingly, the central and northeastern middle towns 

of France, which are overall the most fragile, are situated in departments with smaller number of LC schemes and 

limited volume of circulation. It seems that the departments that experience higher aggregate cluster value consid-

erably overlap the departments in which the situation of the middle towns is less fragile than in others. One can 

conclude that, in general, LCs are less developed in vulnerable areas with impoverished populations. 

So far, we illustrated and proved statistically the existence of a territorial concentration of LCs, providing some 

limited qualitative explanation. In order to get a more detailed and sophisticated representation, we need to con-

sider broader aspects by applying further quantitative methodologies in form of correlation analysis than justifies 

our attempt to model the spatial spread of local currencies at departmental level in the next section. 
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4. SPATIAL HETEROGENEITY AND CONCENTRATION OF LOCAL CURRENCIES 

Analyzing the socioeconomic factors which might influence the aggregated cluster value of the functioning local 

currencies, our first finding is that we cannot model this with any official statistical data in departmental break-

down. The reasons are mixed and multiple. One of them pertains to the problem of scale-dependency. Whereas 17 

of the 75 LCs are supposed to be built for an area that corresponds with the territory of a department or higher, the 

claimed territory of the 58 others is much smaller than the departments wherein they are implemented. The actual 

extent of their circulation is even smaller than their claimed territory. The only case in Cluster 5, the Eusko, managed 

to reach 1.8 % of the population of its claimed territory of circulation (Pinos, 2019), and this one provides 45 % of 

the overall population of the whole department of Pyrénées-Atlantiques. Besides, the aggregated cluster value of 

LCs at the departmental level hides the inner differences and heterogeneity within the departments. Finally, the 

whole metropolitan territory of France itself is spatially heterogeneous. In this part, we are going to deal with the 

spatial heterogeneity of the country, dividing it to four parts: northeast, northwest, southwest and southeast. We 

show that, despite the lack of regression model among the multitude of all departments, correlations between de-

partmental aggregated cluster value of local currencies and some explanatory variables may be found when con-

sidering quarters of the country. 

At first, we wanted to explain the aggregated cluster value of local currencies, as dependent variable, with the fol-

lowing explanatory variables available on the website of INSEE: 

- population in 2018 

- social spending per capita in 2015 

- unemployment rate at the end of 2016 

- part of unemployed young population with low education in 2014 

- poverty rate in 2014 

- part of population geographically remoted from basic healthcare service centers in 2016 

- inequality rate in 2017 

- rate of social economy employees in 2015 

- household waste recycling rate in 2013 

- rate of population concerned by a local Agenda 21 program in 2014 

- banks and saving cooperatives in 2017 

- number of small shops in 2017 

- employment centers per 100 000 inhabitants in 2017 

The above-listed variables, apart from the population, can all be considered as proxies by which we could make 

some limited indirect deductions about the socioeconomic and environmental policy conditions that influence the 

aggregated cluster value of the functioning local currency schemes. However, as written above, our attempt to 

model the interrelations failed in respect to the whole country, partly due to its spatial heterogeneity. On the other 

hand, in case of some variables, we can model some sort of relation within certain quarters. We accept the existence 

of relationship between the observed variables wherever the explanatory power of the model is at least 40% and 

the result within the given quarter is significantly different from the rest of the country according to the Chow test 

at significance p<0.05. 

As we showed previously, there are three major concentrations in the northwest, southwest and southeast. In the 

northeastern part of the country, there are only few local currencies with low volume, therefore we dispense with 

this quarter and focus only on the other three quarters. 
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Northwest: 

In case of the northwestern part of France, it proved advisable to pull out the departments of Île-de-France from 

the correlation analyses because they behave as outliers in most of the cases. The reason is mainly that Paris and 

its region have a barely comparable weight, in respect of many socioeconomic dimensions, than the rest of the 

country, while the aggregated cluster value of the local currencies is low there. So, after pulling out the departments 

of Île-de-France, 20 elements remained in the multitude. Among these elements (departments), the aggregated clus-

ter value of local currencies correlates in a positive way with the population, the number of financial institutions 

(banks and cooperatives) and small shops, the recycling rate, and it correlates in a negative way with the part of 

population geographically remoted from basic healthcare service centers (Figure 8). The Chow test shows signifi-

cant difference in case of these variables between the quarter and the rest of the country (at significance p<0.05). 

 

Figure 8: Relationship between the aggregated cluster value of local currencies, as dependent variable, and the population, the number of financial 

institutions (banks and cooperatives) and small shops, the recycling rate, and the rate of geographically remoted population as independent varia-

bles (Notes: in purple: correlation in the whole country; in red: correlation in the northwest; in blue: correlation in the rest of the country). Source: 

Own editing. 

 

Southwest: 

Among the 20 departments of the southwestern quarter, only the inequality rate shows correlation with the aggre-

gated cluster value of the local currencies (which is approximately 40%) and, accordingly, the relation of these 

variables is significantly different inside from outside the quarter (Figure 9). 
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Figure 9: Relationship between the aggregated cluster value of local currencies, as dependent variable, and inequality rate as independent variable 

(Notes: in purple: correlation in the whole country; in red: correlation in the southwest; in blue: correlation in the rest of the country). Source: Own 

editing. 

Southeast: 

After setting aside the two departments of the island of Corsica, 23 elements remained in the sub-multitude of the 

southeast. As Figure 10 shows, the population and the number of financial institutions prove to be in stochastic 

relationship with the aggregated cluster value of the local currencies in this quarter. 

 

Figure 10: Relationship between the aggregated cluster value of local currencies, as dependent variable, and the population and number of finan-

cial institutions as dependent variables (Notes: in purple: correlation in the whole country; in red: correlation in the southeast; in blue: correlation 

in the rest of the country). Source: own editing. 

At the regional level and for a lower number of LCs, Simon (2018) concluded that the number of LCs was positively 

affected by the population size and the percentage of organic agriculture fields, while it was negatively affected by 

the income per capita. Our method differs notably with that of Simon (2018): the analysis uses departmental break-

down and it relies on the criteria of aggregate cluster value of LCs in each department. Our findings tend to confirm 

the positive role of pro-environment indexes as well as that of the overall population (having excluded the depart-

ments of the Île-de-France region) and adds a few other explanations, which are diverse in different quarters of the 

country.  
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Based on the correlation analyzed above, we can state indeed that different factors are interrelated with the spatial 

concentration of local currency schemes within different quarters of France. In the northwest, four variables (pop-

ulation, number of financial institutions, number of small shops and recycling rate) are in a positive relation and 

one variable (rate of population geographically remoted from basic healthcare service) is in a negative one with the 

aggregated cluster value of LCs per department. This may mean that the use of LCs is notably related to a concern 

over the environment, to vibrant local economies, in the context of a higher access to conventional financial infra-

structure/services, while they are less common in sparsely populated areas. In the southwest, one proxy for the 

social conditions (inequality rate) implies that mainly social considerations are relevant within this quarter of the 

country, though it seems impossible to give a straight interpretation to this relationship. In the southeast, geo-

graphic and economic conditions are found to be relevant; the bigger the population, and the more there are finan-

cial institutions, the higher aggregated cluster value of circulating LCs may be observed.  

The spatial heterogeneity of France has been analyzed so far in regard to the aggregated cluster value of LCs per 

department. We also took into consideration the sum of existing schemes and projects in the making at depart-

mental level, as another dependent variable instead of the aggregate value of circulating local currencies. Yet this 

can be spatially modeled in a limited way only. As Appendix 2 shows, in this new configuration the chosen depend-

ent variable is spatially auto-correlated in form of spatial lag. This means that the aggregate number of LCs (existing 

ones and future projects) in the neighboring departments explains to a certain extent the aggregate number of LCs 

in any given department. While national networks do exist, as the above-mentioned Mouvement SOL and Réseau 

MLCC, which may support the spreading of LCs all over the French territory, closer social networks between activ-

ists may play a major role in the implementation of LC projects in neighboring areas.  

We can also see that the aggregated cluster value of the existing LCs, the population and the part of population 

geographically remoted from basic healthcare services, as independent variables, can only weakly explain the esti-

mated number of future schemes in regard to the whole country. Based on this result, we can forecast that the 

spatial concentration of the newly implemented local currencies in France will continue in the upcoming years along 

the lines and trends of the existing schemes. In other words, wherever the number of small LCs (i.e. with a low size 

index) is relatively high, more launches of new schemes could be observed in the near future, while in those areas 

where fewer but higher volume LCs operate, the already functioning schemes will most probably grow further in-

stead of the inauguration of new ones. This analysis implies that in the northeast, where both the aggregate number 

and cluster value of LCs are modest, fewer new projects should be expected to be launched in the near future too. 

5. CONCLUSION 

The recent wave of local currencies, which spread in a dozen countries in the past decades, proved to be particularly 

fertile in France since the outbreak of the latest 2008 financial crisis. At the end of 2018, within a decade, 74 schemes 

were circulating, 11 had been shut down, and there were still dozens of projects under way (of which it is however 

impossible to assess how many would be launched). The existing local currency systems are diverse not only in 

terms of their size and volume but also of their spatial distribution. In section 3, we illustrated statistically the spa-

tial autocorrelation of their aggregated cluster value calculated at departmental (NUTS-3 regional) level that is in 

accordance with the broader socioeconomic context of the territorial conditions within the country. 

The spatial autocorrelation motivated our further analysis in section 4. Remaining in departmental breakdown, we 

tried to model those socioeconomic characteristics that influence the aggregated cluster value of the functioning 

local currencies, by using regression analysis with different data as proxy variables. We had to conclude that this 

attempt to modeling failed due to different reasons. However, by dividing the country into four parts spatially and 

excluding the central region of Île-de-France (which mostly corresponds with the urban area of Paris), we found 

some correlation between the aggregated cluster value and certain independent variables within three quarters, 

namely in the northwest, southwest and southeast. The stochastic relationship between the dependent and inde-

pendent variables differ in these parts, which underpins the observation of a spatial heterogeneity.  

The fact that various relations are found within different quarters of France implies that the inner territorial diver-

sity of the country might be concerned separately as well. Three main more specific conclusions can be summarized 

here: 1) spatial proximities positively affects the evolution of local currencies in terms of number of schemes or 

volume, 2) the number and the size of LCs is not associated to poverty and crisis at the national level, since they are 
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generally more developed in areas with stronger socio-economic conditions; however, a higher inequality rate in 

the southwest is associated to a higher cluster value of LCs, 3) their development is associated to environmental 

concerns by the population in some parts of France. 

Getting more sophisticated picture about the context and background would require further analyses, either statis-

tical and/or econometric ones, with a finer-grained breakdown than the departmental one, and combined with a 

socio-economic analysis of the various cases of LCs. The main point of this paper is that further research on local 

currencies must take into account not only the observed variety of their characteristics, but the spatial heterogene-

ity based on their location as well. Given the limitations of the departmental breakdown to get a fine-grained spatial 

analysis of LCs, the next step should be to go down to a lower level such as employment areas or catchment areas, 

that is, a closer level to the territories wherein local currency schemes are actually implemented. 
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Further sources 

Institut national de la statistique et des études économiques (INSEE) 

https://www.insee.fr/en/accueil 

Mouvement SOL 

http://www.sol-reseau.org/  

Réseau des monnaies locales complémentaires citoyennes 

http://monnaie-locale-complementaire-citoyenne.net/ 

 

Appendix 1: The original database 

Thanks to Marc Abel, webmaster of the MLCC network website, we could use the basic data which the general map 

of French local currencies’ ongoing experiences, past experiences and projects is built on (names of projects, web-

links, GPS data; data retrieved May 18th, 2018).  

We checked the data and completed the database regarding the circulating currencies during the year 2018 (thus 

excluding the local currencies that had been stopped and the projects that had not led to a launch as of end 2018). 

We added a series of data (money supply, number of providers, number of individual users) gathered through the 

websites of the schemes, reports from general assemblies and management committees, press releases, articles 
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from journalists, reports, academic studies and personal observations. As we had many cases with missing infor-

mation on one or more of the three requested data, we completed the missing information by estimations based on 

averages calculated for each cluster of local currencies. We estimated that using averages by clusters reduced a fair 

part of the errors that the use of overall averages would have produced, provided that the sharp differences between 

local currencies leads to medians much lower than averages. Gathering the 75 cases through 5 clusters helped to 

solve the problem of the necessary approximation of the data.  

Appendix 2: Standard and spatial lag model estimation for the sum of existing schemes and projects under-

way at departmental level 

Independent variables: aggregated cluster value in 2018, population in 2018, part of population geographically re-

moted from basic healthcare service centers in 2016, and the spatial lag of the dependent variable. 
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ENDNOTES 

i - Only local currencies, as defined above, are considered here. Figures would be very different if all kinds of com-

plementary currencies were taken into account.  

Ii - Mouvement SOL. See http://www.sol-reseau.org/  

Iii - It notably started to organize yearly encounters between LC promoters and local governments representatives.  

iv - Réseau MLCC. See http://monnaie-locale-complementaire-citoyenne.net/  

v - See the “Manifeste pour les monnaies locales complémentaires (MLC) et citoyennes (MLC)”, http://monnaie-

locale-complementaire-citoyenne.net/adhesion-mlcc/  

vi - See http://monnaie-locale-complementaire-citoyenne.net/france/ 

vii - It seems for example that the club of LCs of Cluster 5 would be mostly limited to the Eusko and the German 

Chiemgauer. Data misses so far to build a general international comparison of LCs’ sizes. International comparisons 

would require correcting data with purchasing power parities.  

viii - The départements (departments, or counties) are an administrative subdivision of the French territory, char-

acterized by an elected assembly and a government and by deconcentrated State services as well. The metropolitan 

(i.e., European) area of France is made of 96 departments.  

ix - INSEE: Institut national de la statistique et des études économiques – the central statistical office in France 

x - Simon (2018) developed a model of the number of LCs based on the French regions, which are administrative 

and political subdivisions of the French territory whose space corresponds with a grouping of a certain number of 

departments. Since 2016, Metropolitan France is divided into 13 regions (they were 22 up to 2015). As local cur-

rencies’ claimed territories are usually much smaller than region (with the only exception of the Rollon), we con-

sidered this level too high for a relevant analysis. 

xi - In France, middle towns generally refer to urban areas whose population ranges between 20,000 and 100,000 

inhabitants.  

xii - Commissariat général à l’égalité des territoires (General commission on territorial equality). 
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ABSTRACT 

Regarding money, the theme of belief is usually formulated in terms of belief in money. The same is 

true of trust, as well the value of money. One should also raise the question of trust, belief and value 

through money, or given its presence. This suggestion is inspired by the philosophy of Gilbert Simon-

don, whose theory of psychic and collective individuation aims at overcoming the dichotomy be-

tween methodological individualism and a sociology of vast categories. Simondon's theory has three 

aspects that could inform the research on money. Firstly, the philosopher raises the question of how 

groups are constituted: they subsist by the same process that gives birth to individual personalities. 

A group is defined by the categories it mobilizes, and most importantly, that it produces while con-

stituting itself. Secondly, Simondon underscores the inventive aspect of this emergence of groups, an 

invention analogous to technical invention, one that redraws the potentials at work in the collective: 

it can be those of the territory, of the bodies, or of the minds. This inventive character prolongs these 

potentials as structures, and this is what the collective is all about. Finally, Simondon develops a the-

ory of the "image cycle" that can help us understand the continuity between this indefinite and infi-

nite field of potentials, the typical categorization of groups, and the formation of images and objects 

(technical, sacred, aesthetic), which crystalize desires, beliefs and hopes of individuals as members 

of groups. These aspects clarify our wish to alter the way the questions regarding money are 

enounced, as well as that of the affects it mobilizes and informs. Since money manifests itself in its 

operation, as image or object, it can be considered to stem from the simondonian image cycle, giving 

sense to groups and mobilizing potentials, desires and beliefs. We explore and explicit the differences 

implied by this approach, underscoring Simondon's contributions to social thought. Money is a priv-

ileged object for the application of Simondon's thought, because of its plasticity, the vastness of the 

domains in which it operates, and the magnitude of forces it mobilizes. 

KEYWORDS 

Money, image, group, belief, value.
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1. ON MONEY AND AFFECT 

In all major theoretical traditions, the analysis of money is supported by claims that concern an affective investment 

or polarity. This underlying connexion to affect often remains implicit, but many authors have stressed the role of 

desire and faith in the foundation of money. Indeed, in referring to the value of money, evoking confidence or belief 

seems inescapable, ever since the first properly economic writings of Locke, Hume, Turgot, Quesnay, and Smith 

(Blanc and Desmedt, 2014), and probably beyond. This is true even of those traditions usually taken to be purely 

formal (i.e. mathematical): when they come to the point of theorizing money, ultimately they model affective be-

haviours, such as the aforementioned confidence and belief. 

In the mainstream tradition, the value of money is linked to the confidence the public has in it, which is the confi-

dence that the currency in question does indeed have value. In other words, it is the faith that this money will serve 

to obtain use value. Literally, for Adam Smith, coinage is a matter of "public confidence", and trust between mer-

chants is indispensable for the upsurge of markets (Smith, 1978). This stems from the fact that in the model where 

money emerges from barter, multilateral exchange cannot be performed directly; one of the main reasons for this 

impossibility is that there is no way to establish a stable and lasting trust among tradespeople. One cannot believe 

a seller one does not know, unless with the mediation of a mechanism of trust. 

Moreover, in this perspective, money has value not for what it can buy, but for what one is certain to be able to buy 

eventually. Therefore, belief in money is the belief in the extension of a certain state of affairs, so that the value of 

money is also a matter of social becoming, even for the most orthodox theories. This trait is even more salient in the 

theories of money as IOU (I owe you): here, money is the expression of a promise, by which the value one has at a 

given point corresponds to the value one will hold at the time of settlement. 

The aforementioned approaches belong to what Orléan (2016) names "instrumental conception" of money. This 

hegemonic understanding of the concept is linked not only to neoclassical economics, but also to the Austrian school 

(Menger, 2009). Authors such as Menger and Von Mises have dedicated books and articles to the task of founding a 

reliable theory of commodity-money. It is a notion that sustains propositions such as the return to the gold standard 

– for which many self-declared libertarians advocate – and Hayek's (1990) model of a complete privatization of 

emissions. In both cases, the core argument resorts to the confidence in money, without which the private emitter 

would be expelled from the market. 

In short, on the one hand, the property of being a scarce commodity is thought to make gold more trustworthy than 

the so-called "fiat" monies. The latter is dependent on trust (fides) not in the currency itself, but in the government 

that coins it. In other words, the faith in gold is the negative copy of the faith in the sovereignty of the emitter. On 

the other hand, the idea of "private money" rests on the argument that competition selects the agents (banks) that 

are capable of assuring the duration of their money's value, i.e. the agents that are trustworthy. 

The thought for which the confidence in money stems from its capacity to perpetuate a certain purchase power, i.e. 

the value incarnated in commodities, is directly associated to an assessment of social phenomena focussed on indi-

vidual behaviour, i.e. methodological individualism. The reason for this is that it is founded on a conception of social 

phenomena as bilateral interactions, where money functions as a cost-reducing instrument. In Hume's words, it is 

"the oil which renders the motion of the wheels more smooth and easy" (Hume, 1983). 

Microeconomic models that derive money from trade, using conceptual tools like the "overlapping generations", 

reproduce the mechanism with which methodological individualism first faced this task. The younger generation 

accepts money instead of commodities from the older generation because it believes the next generation will do the 

same. This sort of belief corresponds to what Aglietta and Orléan (2002) name "methodic trust", i.e. a "mimetic 

behaviour according to which an individual accepts a currency because others do so" (p. 281). Nevertheless, it is 

also a belief directed to becoming, which recognizes in money a stabilizing power, beyond the general equivalent. 

Moreover, in Samuelson's (1958) terms, money is "social contrivance", a technical device for a specific goal. 

Orléan (2016) opposes to this instrumental analysis an institutional analysis, envisaging in money the capacity to 

attach a social sense to value. Money "enunciates publicly what value is and makes it be desired" (p. 39). Thus it 

expresses "the objectivity of value": this power corresponds to what Aglietta and Orléan (1982, 2002) name "the 

sovereignty of money". Thus money stabilizes what were singular beliefs in certain values, by fitting them in a social 
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form of objectified value. Confidence plays a capital role in this approach, as Théret (2016) stresses. Besides me-

thodical confidence, the French authors derive two other forms of confidence: hierarchical and ethical. Hierarchical 

confidence is linked "to the fact that money is warranted by a collective power that itself inspires confidence" (2002, 

p. 282). Ethical confidence designates an affection that is more widespread, so that a currency "has ethical confi-

dence when its forms of emission, distribution and circulation seem to assure a society's reproduction respecting 

its values and norms" (idem). 

The institutional approach to money reverses the problem as it was presented by the orthodoxy. Money no longer 

mediates affects that are directed to commodities, and which ultimately constitute their value. Instead, money de-

termines the form of these affects. It manifests desire. It is the only concrete manifestation of a value that acquires 

the quality of being "market-like" (marchand). Yet money is still considered through the lens of market relations, 

so that these relations have logical precedence over it. The individuals under analysis are designated as "market 

individuals" (individus marchands), so money appears within a certain social configuration, where one finds a cer-

tain form of relation. Money is thus the institutional form that manifests the affects linked to this relation. 

This point opens a path through which the investigation can be deepened. Can money be envisaged as more that 

the instrument that gives form to value, as it is manifested in market relations? Can it inform the market relation 

itself? And also, what is it that gives money the power to inform affect? By means of the institutional approach, it is 

possible to investigate the foundation of money not only in the social domain, but also in a wider investigation of 

the power to create forms. In other words, a problem of individuation. It is a philosophical question, spilling over 

from the usual domains of economic and social organization to reach the problem of how the status of "real" is 

constituted in these domains. 

These questions also apply to the problem of community currencies, since the realization that money carries a so-

ciogenic potential in general suggests the possibility that this potential can have a variety of manifestations. In this 

case, given the presence of a finance-dominated economy, the question is whether the process whereby money 

participates in the constitution and perpetuation of this economic configuration can be reproduced so as to partic-

ipate in the generation of alternative configurations. If so, it is a matter of modulating affects towards a feeling or 

"sense of community" (McMillan and Chavis, 1986), by means of institutional monetary frameworks. 

The theoretical framework underlying this article is that of Gilbert Simondon's philosophy. Simondon was a XXth 

Century French author who focused on invention, relations and operations. Through this perspective, the task is to 

think money and the social by means of an ontogenetic paradigm, rather than an ontological one. Instead of ques-

tioning the nature of money and market relations, one questions the operations that take place through money. 

The following sections analyse Simondon's social thought, in particular regarding the role of groups as operators of 

belief and values. Simondon also developed important reflections on the concept of community, which are useful 

for the problem of community currencies. Subsequently, Simondon's theory of the "genetic cycle of the image" will 

be examined, so as to derive from it the operation of money. The conclusion deals with the question of monetary 

innovation, particularly regarding complementary currencies. 

2. ON THE PSYCHOSOCIAL IN SIMONDON 

Gilbert Simondon develops an ontogenetic philosophy of the social in order to avoid two symmetric pitfalls. He 

names the first "psychologism", which consists in beginning the reasoning with the individual, as an entity complete 

by itself. This is the case of theories founded on methodological individualism (among which one could name utili-

tarianism and rational choice). The second pitfall is "sociologism", which consists in a tendency to think in terms of 

great aggregates, such as classes or institutions, in the attempt to explain individual behaviour (Simondon, 2005, p. 

296). Simondon seeks to think information before form, operation before structure; but it is crucial in his method 

to integrate form and structure afterwards. 

In Simondon's philosophy of individuation, a living being is made up of a multiplicity of interactions with its own 

milieu, so that it subsists not as a solid entity, but as the set of operations perpetuating these interactions. To live is 

thus to entertain a continual relation between physical energies as such and these same energies as they operate 

the continuation of life. Psychic and social existence are a particular form of life, consisting in general terms in the 
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perpetuation of relations among the aforementioned energies (as physical and as living), but also the forms of in-

teraction and flow of energy associated to mental activity and social life. 

This epistemologic orientation is crucial for the shift from ontology to ontogenesis: it goes beyond the emphasis on 

processes, focussing instead on the particular kind of process that makes forms emerge, thus binding the problem 

of process and the problem of form by means of a genetic methodi. For problems of social, psychic, political, eco-

nomic etc. import, in Bardin's (2015, p. 221) words, Simondon tries to "grasp the process of collective individuation 

that is hidden by its own structural effects": that is, addressing the ontology of the (psycho)social in order to dis-

cover the underlying ontogenesis. 

The psychic and the social do not constitute two separate kinds of operations, but two perspectives over affects, 

emotions, meanings, symbols. The psychic cannot be seized in isolation. It is formed through capacities like percep-

tion, action, affect and emotion. The distinctive trait of the psyche is that the living being must take into account its 

own situation in the milieu. This milieu, which carries meanings originated in the living being, takes the form of a 

world for the individual. Through this relation with a world and with the collective, the living being engenders its 

own set of meanings as subject. The problem of the social in Simondon can be summarized as the question of how 

the living being's worlds are configured – worlds of subjects. It is also the question of how the subject is determined, 

inasmuch as it is a living being with a psyche. It is above all the determination of a relation, a system by which 

psychic and social, collective and individual, give sense and form to each other. 

In his social thought, which he names "transindividual", Simondon wishes to "explain the systematic unity of inte-

rior (psychic) and exterior (collective) individuation" (Simondon, 2005, p. 29). It is not a question of simply describ-

ing the behaviour of agents in a social configuration (in an economy, for instance). It is also not a question of defining 

aggregates, institutions, which determine these individuals, as forms and essences, or their action. The social is 

foremost a field: its polarities change proportionally to the changes in its poles and forces. Simondon completes his 

claims against "sociologism" and "psychologism" thus (ibidem, p. 294): 

Society does not really stem from the mutual presence of several individuals, but it is also not a substantial reality 

that should be superposed to individual beings and conceived independently from them: it is the operation and the 

condition of operation by which a mode of presence is created that is more complex than the presence of the individ-

ual being alone. 

Simondon wishes to explain the processes by which a given configuration takes place, is transformed, defines the 

modes of actualization for institutions and behaviours. This is why Simondon's thought is compelling for the inter-

rogation of money and, in particular, monetary invention. How can money operate in the determination of affective 

roles, in the constitution of a system with sellers and buyers (i.e. bodies engaged in these activities), creditors and 

debtors, banks, companies, salaries (i.e. institutional structures that perform these operations)? How can a change 

in techniques of creation and usage of monies change the relation between individuals and collective? 

Let us examine three elements in Simondon's social thought: groups, belief and value. Simondon distinguishes two 

kinds of groups: in-groups and out-groups. They help to understand that the link between a group and society is 

not a relation of parts to a whole, but a way to circumscribe the moments through which social individuation takes 

place and develops. Unlike the sociologists who coined the terms (Bardin, 2015, p. 94), Simondon states that groups 

are not a matter of feelings of belonging, rivalry or aspiration. The "in-group" designates a mode of categorical de-

termination for the link between subjects and a social exterior with no precise borders. The group supplies the 

individual with a category that informs the collective, simultaneously defining a normativity for this subject's be-

haviour. In sum, "the social consists in the mediation between the individual subject and the out-group by means of 

the in-group" (Simondon, 2005, p. 294), so that "the social operation lies in the limit between in-group and out-

group, rather than that of individual and group" (idem). 

It is thus a question of categories engendered through the structuring processes of the collective, i.e. categories as 

poles around which the acting forces within the collective develop. These forces are psychic, physic, collective, and 

this is how they acquire meaning for the collective and for the subjects. The individual is determined mostly by the 

categories that orient her behaviour, so that the in-groups where an individual can be spotted act as a kind of "social 

body" for her. Therefore, "the individual's own body is stretched to the limits of the in-group; as there is a bodily 
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scheme, there is also a social scheme, stretching the limits of the ego all the way to the border between in-group 

and out-group" (idem). Social reality operates through the production and affirmation of categories, but neither the 

categories, nor the social itself are substances. Categories are apparatuses for individuation and the social expresses 

the display of these apparatuses. 

Therefore, according to Simondon, "for the individual, engagement in society directs her towards the fact of being 

this or that". In other words, (ibidem, p. 293): 

The individual is given goals, roles to choose from; she must tend to these roles, types, images; she is guided by struc-

tures she strives to live up to, by adapting to them and achieving them; society presents to the individual being a net-

work of states and roles through which individual conduct must pass. 

This means that, when speaking of a social agent, or of an economic agent, what is being evoked are social schemes, 

social bodies, as in-group bodies. In the section about the image, we shall see that this creation of categories, includ-

ing markets, depends on the operation of the image, particularly that of money. 

What appears as a world existing substantially is merely a "series of mental and behavioural schemes already in-

corporated in a culture" (ibidem, p. 279). These schemes incite the individual to "order her particular problems 

according to a normativity already elaborated by other individuals" (idem). As a regulation of behaviours, this nor-

mativity is interesting for this investigation. How does it take place? Simondon distinguishes between norms and 

values. Norms are "internal lines of cohesion for each equilibrium", and values are "lines according to which the 

structures of a system are translated into structures of the following system". Thus, "values are that by which the 

norms of a system can become norms for another system". (ibidem, p. 331). 

Norms are thus understood as the functional set of regulations that inform behaviour, but only in regard to a certain 

configuration of the collective. Values are "norms turned into information", i.e. the capacity to reformulate the struc-

tures between two systems of norms. Values express the fact that each state is transitory, in opposition to the sub-

stantial view of a given normativity as stable value. Nevertheless, the notion of value indicates that "something must 

last", that becoming is constitutive of being as much as stable structure. Norms orient action immediately, but action 

always evokes that which overcomes it, which lasts: values. Norms and values are therefore the two extreme terms 

of the ethical relation, in which the centre is the subjective gesture within a collective containing a normativity of 

behaviour. 

The question of duration, the relation to a past and a future, is capital in the problem of money, as we have seen in 

the introduction. A value is a group category that lasts. The image of such a category is the image of a period of 

being, a lasting state: a reality one can believe in. It is the projection of a present promise, the testimony of a past 

promise, the trace of a credit or a debt. Simondon formulates thus this aspect of his thought (ibidem, p. 287): 

The integration of the individual to the social takes place through the creation of a functional analogy between the 

operation that defines the individual presence and the operation that defines the social presence; the individual must 

find a social individuation that recovers her personal individuation; her link to the in-group and her link to the out-

group are both as the past and the future; the in-group is a source of virtuals, tensions, like the individual future; it is 

a reserve of presence because it precedes the individual in her encounter with the outside (...). 

The categories that define a group determine the modes of behaviour and action for the concerned individuals. This 

is also the case for market behaviours. Once a category of "market" exists, there is a group of "sellers", a group of 

"buyers", and categories such as rich, poor, indebted, and so on. Once there are payments, there is the one who pays 

and the one who gets paid, or the one who must pay and the one who expects to be paid. There are laws to organize 

these payments, the means of payment, and the records. All these categories modulate the way the bodies define 

themselves as social individuals, i.e. as subjects. Also, potency reappears in this scheme as purchase power, invest-

ment power, budget constraints etc. 

When naming the affective link that keeps alive the flow of potency between the group and the individuals, Simon-

don resorts to the notion of belief. "Belief, as a mode of belonging to a group, defines the expansion of personality 

towards the limits of the in-group; such a group can be characterized by the community of implicit and explicit 

beliefs within all members of the group" (ibidem, p. 286). Belief is thus an affective relation that guides the bodies' 
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potency, both individually and collectively, according to a categorical determination, the operative logic of a group. 

Belief does not refer to the categories themselves, but to the actions that can take place according to what these 

categories can determine. For Simondon (idem): 

In the form of belief, belonging to an in-group is defined as a non-structured tendency, comparable to the future for 

the individual: it blends with the individual future, but also incorporates the individual's past, as the individual gives 

itself an origin in this in-group, real or mythical: it is from this group and for this group (...). 

A given group's categories structure the relation to time for subjects and collectives. A group postulates a beginning 

and it can postulate its own eternity. A body, as subject, is multiplied in categories: "I am" such and such profes-

sional, "I am" of this nationality, "I belong" to this or that class or corporation. Such categorical claims cut a topo-

logical space in quarters and punctuate the collective's time. Yet they are always beliefs, ordering the agency and 

bodies within social schemes, directing the dynamics of potency, affect and action. 

The question concerning categories also raises the problem of communities, which carries particular importance 

for the theme of social currencies. Simondon addresses the theme of community in his "Complementary Note" to 

the thesis on individuation (2005, pp. 503 et seq.). One should have in mind that Simondon writes in the wake of a 

strong distinction between the notions of community and society, stemming from Tönnies (2001). The distinction 

operates with "ideal-types", where "community" (Gemeinschaft) refers to the solidity and fixity of groups tied to-

gether by blood, tradition, hierarchy etc., and "society" (Gesellschaft) designates the loose bond between atomized 

individuals, dependent on the sheer force of contracts. Echoes of these ideal types appear in Durkheim's distinction 

between organic and mechanical solidarity (Durkheim, 2013) and Bergson's Les Deux Sources de la Morale et de la 

Religion, under the form of a "closed" morality, which stresses internal social cohesion through rigid obligation, and 

"open" morality, where the link between all humans is mediated by reason or the reference to a universal God. This 

is the territory where Simondon's analysis of communities dwells, and that he seeks to overcome. 

In Simondon, this distinction of essence (types) is transformed into a distinction of drives or tendencies. Every con-

figuration of collective life creates bonds under the form of in-groups, categories that ascribe a sense to action. The 

tendency to generate such groups expresses Simondon's notion of community: the indeterminateness and multi-

plicity of potential human activities is reduced, closed, into particular categories, channels for actions, i.e. commu-

nities of behaviour, belief, value. But at the same time, these categories can never completely exhaust these poten-

tials, as they reflect the capacity to act of living beings in a collective context, where each individual's activity over-

laps with that of the others and relates to dynamisms of the surrounding nature, technology, institutions etc. Every 

social configuration contains open potentials that can be grasped by invention and evolution, turned into new cat-

egories of social life, and engender new forms of communal activityii. 

The central point is that the same invention that sets in motion the "societal" tendency also generates forms that 

deploy the communal tendency. In the development and history of any society, communities, in the sense of some-

what closed groups, emerge and dissolve according to the problems they were meant to solve and the potentials to 

which they gave meaning. As we shall see, the link between invention and community is crucial when one wishes 

to interrogate the role of social currencies in fostering ways of life set apart from the determinations of the hege-

monic economy. 

Thus the terms "belief" and "value" designate this process by which modes of behaviour are determined. Yet it is a 

mediated process. For Simondon, "There is belief only when a certain force or obstacle leads the individual to define 

and structure her belonging to the groups, under a form that can be expressed in intelligible terms" (ibidem, p. 291). 

But what is this form that can be expressed? It is language, is it institutional? 

When it comes to Simondon, the reply must be searched in the process, instead of substances. Language, institutions 

(including money) etc. must be envisaged according to the operations they mobilize. Simondon usually thinks in 

terms of technique, i.e. a potency and a set of gestures that transform the relation between subject and world. The 

development of the ability to generate such gestures is studied in the "genetic cycle of the image". 
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3. OPERATIN THE CYCLE OF THE IMAGE 

As a philosopher that stresses operations and pursues a genetic epistemology, it is unsurprising that Simondon 

refers to the image as "an activity", rejecting the tradition that envisages it as a content of consciousness, or as a 

representation in the sense of the result of the activity of representing. The image, as it emerges in consciousness, 

is for Simondon only an "extreme case" linked to a "continual thread" (Simondon, 2008, p. 4). What is this thread? 

For the subject, the activity of the image consists in "generating signs that serve to anticipate, then receive, and 

finally keep and 'recycle' in action the incident signals received from the milieu", which is "an endogenous gesture, 

both in the presence of the object (perception) and before experience, as anticipation, or after, as symbol-recollec-

tion" (idem). 

An image is thus, as a general definition, the first stable form, but also a resonating form, that assures the link be-

tween the living being's individuation and its milieu, as well as the subject to its world. Strictly speaking, Simondon 

uses the term "image" for the establishment of the link itself, which perpetuates through the image as usually un-

derstood, "extreme case" of the "continual thread". Thus the different objects falling into the category of image, as 

symbols, perceptions, figures of thought and discourse, are thus the product of the activity of the image, or imagi-

nation. 

The "genetic cycle of the image" describes this activity of imagination, traversing the living body biologically under-

stood, as well as the psychosocial being, and reaching the fields of technics, aesthetics and religions. For Simondon, 

the image plays a capital role in the constitution of objects, inasmuch as they possess meaning for the collective. 

This claim opens the possibility of applying this philosophy to fields and objects that the philosopher himself never 

explored, such as laws... or money. 

According to Alloa (2015, p. 357), the course on imagination provides "an answer to a theoretical problem that 

traverses Simondon's entire ontology of individuation (...): how is the link between the individual and its surround-

ings articulated?" For Alloa, Simondon's social theses cannot be understood without recourse to the mediation of 

the image cycle, as the image designates the establishment of a central knot, an axis of signification, for the polarized 

sets in which the living being is implicated. For Simondon, the image is a "relatively independent subset within the 

living being as subject" (Simondon, 2008, p. 3), which begins with a "bundle of motor tendencies" that anticipate 

the encounter with the objects of the external world, and as the living being interacts with the milieu, becomes a 

"reception system for incident signals" that allows the perceptual-motor activities to "take place in a progressive 

mode" (idem). 

In the final stages, "as the subject is once again separated from the object, the image, enriched by cognitive inputs 

and integrating the affective-emotive resonance of experience, becomes symbol" (idem). The relative independence 

of the image is itself a genetic process. The body discovers that certain ways of interaction are capable of resonance 

with the milieu (beginning with the motor tendencies), and these gradually achieve a capacity to inform future ac-

tivities. Thus the symbol, detached from particular subjects, is "enriched by cognitive inputs": a part of each sub-

ject's activities and life spread throughout the social configuration, communicating with the categories of collective 

life. 

The symbol-images ultimately become capable of modifying other images, i.e., images fit in with each other, reso-

nate together, establish relations, in an authentic system of images. They become a universe of their own, as an 

exteriority that seems absolute in the eyes of the individual subjects. They see the images as abstract, but capable 

of informing behaviour, giving them meaning, both from the point of view of individual psyche and that of groups. 

Images, in the stage of symbols, can produce networks of signification, to the point of recovering the relation be-

tween collectives and territories, unfolding their world. 

The image cycle describes a process that lies at the heart of Simondon's psychosocial reasoning. Images constitute 

personalities inasmuch as they are categories that define in-groups. The first stages, "motor images" and "percep-

tive images", describe only the body's capacity to respond to problems originated in the milieu. But the stages of 

"memory image" (image-souvenir) and "symbol image", as well as the image that becomes an object, relate to a 

desiring being, a subjective one, who is aware of the problems surrounding her and her situation. It is a subject, 
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with a world that is a "universe of images", of signification, and open to the possibility of invention. The psychosocial 

subject, individual or collective, is the being that operates with symbols, images that emerge from invention. 

The symbol image also punctuates the living being's territory. Through the image, the living being attributes a po-

tentially sacred sense to rivers, mountains, forests etc., thus establishing a network of meaning that orients its entire 

lived space. The construction of monuments and gathering squares, in cities, manifests the image of a social space, 

impregnated with meaning. Bodies and groups are thus marked, either by garment, hairstyle, emblems, distinctions, 

tattoos, or gender, class, social role markers. For both territories and bodies, it is a matter of determination for 

affective schemes, as they become concrete under the form of behaviour, gesture, action. It is desire, taking form 

with a collective meaning. The image articulates and polarizes, it is the central element in a triadic relation with 

subjects and the world. 

Symbols are usually defined as a sign taking the place of another object. For Simondon, this is not precisely the case, 

as for him symbols are situated in the living being's opening to objects, with its bodily schemes and desire. The 

symbol image implies a world not only represented or perceived, but polarized, in which the subject relates to the 

field of objects by means of a tensioned relation: desire, interest, projections. Having become a symbol, the image 

"condensates a contradictory experience" (Simondon, 2008, p. 124) and presents itself "with the opacity of a true 

object" (idem). 

Lastly, the symbol is such a developed form of imaginative activity that it can become independent of the subject. 

This is where invention plays a central role: technical objects, institutions, habits, procedures, are all ways by which 

symbol-images become part of the social reality by acting over the activity of individuals, inasmuch as they are living 

bodies (performing gestures) as members of communities and groups. Thus the categories that define groups are 

foremost images, partially independent of the consciousness of individuals, but acting upon them. In a passage of 

Imagination et Invention dedicated to invention through procedures (or "effective actions") and objects, Simondon 

writes (2008, p. 178): 

Of the immense Roman Empire, a masterpiece of organization in several domains, what has reached us, and still acts, 

is what was created as an object: aqueducts, roads, bridges, homes. If all roads lead to Rome, it is because Ancient 

Romans invented the construction of roads as stable objects, concretizing the technique of communications, quick 

traveling, commerce, transportation, and formalizing all the extent of the image of a power seated in Rome, but that 

extracted its subsistence from the provinces, through the continual circulation of things and humans. This network of 

objects has outlasted the empire, because it overcame through invention the particular finality of each act, and incor-

porated nature. 

In this passage, Simondon seems to forget other Roman inventions that outlasted the Empire, particularly in his 

own country, France: the codification of law, for example. Nevertheless, the passage shows a wide technical network 

constituted by physical objects relating to both the activity of images (imagination) and invention, giving form and 

meaning to human activities and values in such a way that both the political system and the economy of the Roman 

empire rely on it. The roads, stable objects that concretize the image of possible movements, perform an image of 

power, seated in Rome, as Simondon says. 

But these are not all the images that make the Roman road system function, articulating commerce, transportation, 

subsistence in the provinces etc. Beside the aforementioned legal code, the fear instilled buy the Roman army, the 

hierarchies between Patricians and plebeians, one most count the denarii, the sestertii and all the means of payment 

and accounting of debts that constituted the Roman monetary system. Are they images as well? 

4. IS MONEY AN IMAGE? WHAT KIND OF INDIVIDUATION WITH MONEY? 

There are several reasons why it is worthwhile to approach the question of money from the angle of the image. As 

we have seen, both in the instrumental and the institutional approaches, money acts by mobilizing belief. Even if it 

is only a mediator, what it mediates are activities, both physical (as in the exchange of goods) and mental (as in the 

calculation of budgets). Money also carries the power to render permanent certain modes of affective engagement 

of bodies as subjects: values. 
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Ultimately, money can designate both an effectively "coined" object and the symbolic image of values in operation; 

and when one says "in circulation" it is most certainly an operation. Yet both the informed object and the symbol 

image result from the activity by which subjects, i.e. psychosocial living beings (bodies) polarize and apply meaning 

to their affective investment. Inasmuch as it is revealed in its operation, either as image or object, or institution 

(Hart, 1986), money can be grasped as originating and operating in the Simondonian cycle of the image, applying 

sense to groups and mobilizing potency, desire, belief. Money confers normativity to gestures, perpetuates values, 

applies roles, constrains to this or that action, constitutes a network of other images, weaved within reality, partic-

ularly in the form of "an economy", whether it is "embedded" or not in a wider social context (Polanyi, 1944). 

Money plays a crucial role of "sociation" (Vergesellschaftung), in the vocabulary of Simmel (2009). It operates as a 

membrane that communicates, and also determines, what is social and what is not social in a given object, body or 

gesture. It operates in a manner analogous to signs such as emblems of social position or professional role: the body 

of a priest or military person is at every moment both the body of that role and a body singularly. By claiming that 

money mediatizes market connections, but also by claiming that it affirms values that constitute markets, what is 

affirmed is ultimately that money operates an in-group categorization. It affirms that a certain encounter in the 

collective plan takes place in a certain manner, i.e. according to a certain operative normativity. Indeed it can be a 

market relation, when money is envisaged as what one usually names a "means of exchange". But this may not be 

the only possible relation attached to the image of money. 

The relation of payment, for instance, is not the same as the exchange relation, even if an exchange contains a pay-

ment. To render a service and pay for a service are not barter. It is a connection within the monetary relation, i.e. 

the activity of money as an image. To pay wages in exchange for labour and to work for a wage are not a simple 

exchange, as Marx demonstrates. To pay taxes with money, as Chartalists insist, is not the same as to pay them in 

specie, as the monetary payment contains the obligation to be inserted in a certain market relation, thus performing 

Smith's description of a society where each person "becomes in such measure a merchant". What is the measure? It 

is the one presupposed by money, and indeed the quote from Smith is found in the opening paragraph of his analysis 

of money (1977, Book I, chapter 4). 

For the most part, this categorization is not simply a particular case among others. The normativity of money, in the 

sense of Simondon (how to attribute a price, how to perform a transfer and a payment etc.) mobilizes a sense of 

value that goes beyond any particular case of valuation of a good, even a commodity. Simmel's Philosophy of Money 

contains a famous statement according to which money is "a claim upon society" (Simmel, 2004, p. 221), meaning 

that the kind of confidence needed for using and accepting money surpasses by far the singular exchange where it 

is used, reaching out to a whole system of values pertaining to a society as it is structured. 

Thus money absorbs the very sense of value in a given social configuration, becoming that which realizes "the pos-

sibility of all values", Simmel (2004, p. 221) states. Any such absorption is an operation that circulates among the 

individuals independently of them, but acting upon them, i.e. determining the concrete form and the normativity of 

their action. Ultimately, money becomes so pervasive and so abstract – i.e. an image that operates and carries value 

along such a wide variety of possible human activities –, that it becomes, in Blumenberg's interpretation, a metaphor 

to life itself. "Simmel wrote The Philosophy of Money and discovered everything in his theme that subsequently 

allowed him to talk about life" (Blumenberg, 2012, p. 251). Simmel, for Blumenberg, wanted to investigate value, 

and ended up investigating life – at least in the sense of the life one lives in a modern society and city. 

The notion of value carried out through money is quite similar to Simondon's definition, that is, as the solidified 

normativity that can be transposed from a situation or moment to the next. According to Blumenberg (idem, p. 252), 

for Simmel, "under conditions of exchange, the reciprocity of the will in relation to objects offered up for exchange 

by the other necessarily implies a relationship of higher subjective value". Consequently, objective equivalences 

"may be postulated and institutionally fixed in the exchange, but these are no more important than the subjective 

non-equivalence of the objects exchanged" (idem). 

This means that the notion of value is what Simondon would designate a transduction of subjective, personal rela-

tions of desire to objects, into a solidified notion that expands beyond the immediacy of each subjective desire into 

the realm of the social more widely, and that lasts in time. The "subjective desire" corresponds to the problem of 
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the norm in Simondon as it is the inclination of a psyche and a body, so that value, as generalized, transduced rela-

tion, implies the expansion of this inclination, i.e. of a way to act and behave in relation to the objects. 

For Simmel, the passage from subjective (over-)valuation to objective value is performed through money, which 

carries within the "presumption of value" (idem). This description corresponds to the operation of the image in 

Simondon's sense, as it allows individuals to anticipate the encounter with the object and react to it. And since 

valuation is a feature of desire and desire can be directed to objects of nearly any other category, the level of ab-

straction achieved by money makes it a category for a wide-ranging set of activities, potentially all-encompassingiii. 

Is the notion of treasure the same, when it is composed of works of art, stashes of gold, palaces, and when it consists 

in a bank account, stocks, bonds etc.? The difference between these two forms of treasure goes beyond the question 

of liquidity, even if it does exist, as was stated by Marx ("absolutely social form of wealth ever ready for use") and 

Keynes (liquidity preference). As an accumulation of luxury goods, a treasure is not merely a matter of purchase or 

investment power. It is also a matter of prestige, of having an effect on the affective investment of others. In con-

temporary capitalist societies, in which wealth is mostly manifested in terms of money and its related institutions, 

such as bonds and stocks, this role is displaced towards what Veblen named "conspicuous consumption": the fact 

that wealth and power need to manifest themselves through emblems, the marking of territories with grandiose 

construction works, and luxury objects, as signs attached to the body. 

Thus we encounter, relative to money, the same operation of inscription of sense in territories, communities and 

minds, that we had seen in Simondon's philosophy of the image, in relation to technical objects. Money informs 

relations between the collective and the territory through prices such as rent (a central theme for Ricardo and 

Marx); it informs the relations between classes through wages; it informs the relation to power through taxation 

and indebtedness. It does not carry the only possible attribution of sense, but it bends other senses in its own di-

rection, being pervasive as it is. 

Polanyi (2012) argues that there was no single object or image that fulfilled the different functions attributed to 

money, in so-called "primitive" societies (this is the designation Polanyi employs) or in ancient empires. Therefore, 

each activity currently associated with money belonged to a different field. Luxury objects that constituted treas-

ures were not means of payment, signs of debt employed in foreign trade were not used in local markets, artisans 

were usually paid with coins, but not necessarily soldiers. If today, under the concept of money, one understands 

an instrument that acts as means of payment, measure of value and intermediate to commerce, this is the result of 

a series of transformations. Polanyi describes this evolutionary process as that by which a merchant and financial 

class consolidates its accession to power. The apex of the process occurs with the artificial transformation of money, 

land and labour into "fictitious commodities". 

What is the transformation of an institution, or a symbol, if not the transformation of its capacity to give sense to 

activities within the collective, while responding to the unresolved potentials the collective faces? The historicity of 

money is the historicity of the social formations (Simmel's Vergesellschaftung) to which it pertains, and it is the 

historicity of the activity of conforming images and symbols (imagination) spread throughout a changing collective 

domain constituted of groups and communities, with their dynamisms of closure and opening, invention and solid-

ification. 

Ultimately, in a modern economy, what drives the transformation is the search for profit and rent; this is why Marx 

insists that the realization of capital can only be monetary. The metamorphoses of capital, for Marx, can only be 

properly understood as shifts in form around the polarized nucleus of money. In other words, the operation of cap-

ital takes place in an economic field whose categories have been redefined by money. Indeed money is not a fixed 

concept. The network of other images to which it attaches itself, including legislation, agreements between States 

and corporations globally, institutions such as banks and public treasuries, financial instruments such as deriva-

tives, express an activity of desire and a polarity of the collective field in terms of categories, in-groups, links that 

take place as the image of money operates. 

The activity that brings about such a network is inventive, in the sense that an arrangement that polarizes and 

directs the affective investment is an invention. Invention is the upper stage of the image cycle, the stage in which 

the liberated potentials are appropriated by the arrangement and reopen the cycle. Invention is an extension of 
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imagination, when subjects encounter an open problem, with potentials that defy the schemes already categorized 

by their images. It is also the opening of a collective towards new configurations, the creation of new group catego-

ries and new nodes of activity under the form of communities. In the context of an investigation of social monies, or 

monetary invention in general, this approach to images and groups provides the opening of several questions. What 

can be invented in the domain of money? What do we want to invent? What must be changed in the way we conceive 

of alternative monies in order to attain our chosen goals? 

5. CONCLUSION: INVENTING MONIES, MONIES FOR INVENTION 

Monetary invention is not a recent theme. It is linked to a desire to adapt money as we know it to an economic 

reality one wishes to change. On the one hand, as we have seen, surely modern money, which Polanyi named "all-

purpose money", is the result of successive inventions that are well known, in particular after the creation of trans-

ferable debts in medieval fairs (Aglietta and Orléan, 1984) or the Bank of England (Ingham, 2004). On the other 

hand, and in another sense, it is the case of money pegged to labour time as imagined by the proudhonians, and 

which Marx criticized as being illusory: Proudhon never understood that money does not represent labour time, 

but realizes it in the polarized operation of capital. It is worthwhile to observe that this principle shares its reason-

ing to some extent with that of contemporary time banks, with the difference that the latter has no aspiration of 

becoming money. Quite the opposite: a system in which people exchange spare time for certain simple services 

organizes behaviour schemes that remain explicitly outside the determinations of the monetary system (Degens, 

2013). 

It is also the case of Gesell's (1958) stamped money, aimed at avoiding that someone hoards money. It is, one could 

say, an attempt to excise one of the functions gathered in money, according to Polanyi's description (store of value). 

It is also an attempt to construct an image of money that makes it more akin to commodities properly said, at least 

those that perish. It is thus an inventive effort to incorporate to the image of money the schemes of becoming to 

which the traded objects are already subjected. It is a somewhat mimetic idea, having the merit of understanding 

the distance created by money between the stability of its (postulated) value and the movement of bodies and ob-

jects in everyday life. Gesell might have been wrong to believe this distance could or should be suppressed, but he 

saw clearly that the effects of its existence might not be something devoutly to be wished. 

Another case is that of the Wir circle in Switzerland or the C3 (Commercial Credit Circuit), which attempt to fill in 

the gaps in the commercial operation of money, either by temporarily replacing it with a scriptural form of money, 

or circulating credits between tradespeople in the intervals of payment corporations allow themselves (Lietaer, 

2001). As for local monies, they introduce mechanisms that divert the flows of exchange in such a way that these 

flows circulate longer within a given region. 

The last group of cases that should be evoked is that of digital initiatives like Bitcoin, Ethereum and others. This is 

a quite vast and ambitious attempt at monetary invention. These technologies seek to create an entirely automatic 

mechanism of administration of the monies, by which trust and faith are fixedly grounded on a technical device, 

which ultimately becomes the centre of social operations. Distributed ledger technologies aspire to alter the activity 

of producing images regarding money, and by extension, our entire conception of how money functions. 

All these cases suggest that there are two general trends for monetary invention. Firstly, one that seeks a local, 

momentary or limited correction in the margins of the functioning of the hegemonic money form. Secondly, one that 

seeks to transform money entirely: to found a new economy or even a new politics through monetary invention. In 

the first case, there are time banks, Wir, C3, social monies such as Palma, the Brixton pound and others (Blanc, 

2011). The second group contains Bitcoin, Proudhon's project, Gesell's stamped money, a return to the gold stand-

ard, and also Hayek's (1990) project of private currencies. 

In the first group, it is a matter of steering the potentials that the general monetary system leaves open, in most 

cases only in order to complement this system. For the most part, these initiatives reclaim the notion of community 

much more intensely, usually according to Hiller's (1941) definition, i.e., a group with a territorial import. Many of 

these initiatives manifest the concern with local relations, as opposed to a feeling of subjection to an overwhelming 

global, corporate economy. This is the case with any circuit that defines itself as a LETS: local exchange trading 
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system. It is also the case of social banks, of which Brazil offers several examples: Palma, Mumbuca, Solano Trindade 

etciv. 

One might question how these initiatives appear under the ontogenetic approach of the "communal tendency" in 

Simondon. On the one hand, they do come about thanks to an invention: that of a complementary currency and 

usually a bank to manage it. It also generates a form of identity and coordinated action typical of communities (and 

groups in general, especially given that contemporary communications technologies weaken the necessity of terri-

torial ties). On the other hand, the kind of loose potentials they are addressing, under the form of a will to change 

something institutionally in the domain of a given society, are only transformative in a limited way. The Simon-

donian "community tendency" can be said to have the goal of inventing mechanisms for the perfection of the social 

configuration as stands, either by including those who are excluded or by countervailing forces of crisis. 

The second group's ambition provides a relevant question regarding money as an image that effectively operates 

the creation of categories for defining in-groups. Can a voluntary, conscious invention of monies, in itself, operate a 

reconfiguration of the economic system? Can social currencies, stemming from the margins of the economic and 

political system, be the source of a wide transformation in the way these systems work? Can they polarize the cat-

egories that define in-groups and their behaviour differently? Should this indeed be an ambition for social currency 

projects? 

These questions must be addressed as groundwork for a programme of research and action. Polanyi referred to the 

industrial age as the "age of the machine", and to laissez-faire as humankind's response to the machine. The arrival 

of the industrial age is a sudden moment in History where the capacity to concentrate and deploy energy grows 

rapidly. Laissez-faire and the market economy are the systems that arise in order to adapt to these new energies, 

i.e. these new potentials, norms and behaviours, these new somatic, social and technical schemes. This is the context 

of the triumph of money as a commodity, which is also all-purpose money, and that today we envisage as being 

money as such. If complementary currencies are complementary, what they complement is the money of the age of 

wildly deployed energies; this is also the money that other forms of monetary innovation hope to overcome. 

Yet it seems that monetary invention is reaching the point where it will be up to the task of proposing other foun-

dations, and even greater ambitions for alternative monies. We are no longer living in the time of industrial expan-

sion; on the contrary, our time may be witnessing its ultimate limits. The market economy as such, with commodity 

and all-purpose money, can no longer give answers to the challenges of a time of climate change, inequality, financial 

capital, overproduction, not only of commodities, but above all of residues. 

The ambition to redraw money entirely stemming from social currencies is a matter of invention of categories, in 

such a way that its "community tendency", rather than balancing the categories of the dominant social configura-

tion, becomes instead an offshoot for designing new social configurations, corresponding to the challenges of the 

times. In this sense, the idea of "green" or "sustainable" currencies (Seyfang & Longhurst, 2013) and similar are a 

field to be developed. With a different design, the same concept of "money" that upheld the drive for degradation 

can become an underlying force of a drive for conservation. 

The necessary capabilities are in place for the development of a self-managed economy, with local deliberation, and 

a corresponding monetary form. Values need to be redrawn, which means that the images must be thought differ-

ently, including that of money. The redefinition of values must be such that human gestures, as work and invention, 

are no longer subject to a monetary mechanism of gain, but can reconfigure the way promises of social categoriza-

tion are deployed in the future. It is therefore a question of inserting monetary invention in the invention of life 

itself, within the image cycle, in order to account for what Polanyi named "the livelihood of man". 
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ENDNOTES 

i - Which he also names "allagmatic", the "correlative study of structures and operations" (Simondon, 2005, pp. 559 

et seq). 

ii - It should be noted that this use of the notions of community and group differs from the classical definition of 

Hiller (1941). The American sociologist defines groups according to the four categories of membership, admission, 

distinct norms, and the ascription of roles; and communities as a group with a fifth trait: territorial determination, 
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i.e. a habitat (that today can be a "virtual" territory). Nevertheless, Simondon preserves the importance of generat-

ing sense and the organizing activity as central to the concepts of group and community. 

iii - At this point, one might suggest that what renders theories such as Gary Becker's applied microeconomics pos-

sible is this potential for generally pervasive categorization that money has. 

iv - By initiative of the Palma bank, Brazilian social currency communities created a national community bank net-

work: https://www.institutobancopalmas.org/rede-brasileira-de-bancos-comunitarios/. 
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ABSTRACT 

An impressive variety of new forms of money has aroused in recent decades from various groups of 

people and various kinds of institutions. These currencies are at the heart of intense debates, which 

raise important, but often neglected, normative issues. The diversity of their goals, uses and charac-

teristics is so large that it makes some preliminary distinctions necessary. This paper aims at provid-

ing a proper background for the discussion of the possible merits and drawbacks of different kinds 

of currencies. It proposes a classification that demarcates currencies according to how they relate to 

several crucial normative issues. Its aim is to show, for every type of currency, and as unambiguously 

as possible, to which side of these controversies it lies. 
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1. INTRODUCTION 

One of the recurring issues in the literature on “complementary” or “alternative” currencies is to identify adequate 

ways to classify these currencies (Blanc, 2011). Indeed, even if they all constitute a kind of money, they are so nu-

merous and diverse that preliminary classifications appear necessary. Until now, classifications have been mostly 

designed to discuss the nature of such currencies (Blanc, 2011) or their empirical impact (Place and Bindewald, 

2015). However, few works have studied the ethical issues they raise, despite their importance for understanding 

such currencies. This article aims at fulfilling this gap and proposes a classification that demarcates currencies ac-

cording to how they relate to three crucial normative issues. Its aim is to show, for every type of currency, and as 

unambiguously as possible, to which side of these controversies it lies. 

The creation, regulation and management of money and monetary policy have raised numerous normative issues 

(for a review, see de Bruin et al, 2018). However, this article focuses on three of them, which recently have been at 

the centre of intense debates. Despite its focus on these three issues, the proposed classification can be broadened 

to other debates, a task that is left for future research. The first issue concerns the legitimate use of the state’s 

coercive power over money. In many countries, the state compels people to accept its legal tender in payment. This 

could be different, though. People could only use currencies, such as Bitcoin or Local currencies, which nobody is 

forced to accept in payment. Within the literature on complementary currencies, most authors generally consider 

that their use is and should remain voluntary (e.g. Blanc, 2018a). Others are more radical and call for the abandon-

ment of all legal tenders (Hayek, 1990). Accordingly, this article draws a first distinction between currencies that 

are legal tender (official currencies) from those that are not (alternative currencies). In this article, therefore, alter-

native currency means “non-legal tender” currency (unless stated otherwise)i. Second, this article turns to the issue 

of citizen’s participation in monetary policy, which has acquired a central place within the literature (e.g. Meyer and 

Hudon, 2017). It separates currencies whose creation and circulation are handled under the control of users (par-

ticipatory currencies, such as LETS or Local currencies) from those whose management is independent of users 

(non-participatory currencies, e.g. the euro). Finally, the last distinction relates to the question of whether money’s 

purchasing power should be restricted according to some specific criteria (within a local area, or to a certain com-

munity for instance). Indeed, these restrictions are at the heart of many Local currencies, LETS or regional curren-

cies. Accordingly, the third distinction distinguishes currencies that may serve as a universal means of payment 

(universal currencies) from those whose uses are limited according to a certain domain (bounded currencies).  

Providing a precise description of how currencies differ may greatly help to structure the ethical discussions on 

their benefits and drawbacks. On the one hand, as Hodgson (2019) argues, finding precise demarcating criteria is 

necessary to ensure mutual understanding and efficient communication within a scientific community. Before stud-

ying and perhaps evaluating a group of objects, one needs to see how it differs from all other groups as precisely as 

possible (Hodgson, 2019, p. 207). On the other hand, demarcating criteria cannot be arbitrary. We should seek for 

relevant criteria that can help scientific inquiry (Olsthoorn, 2017, pp. 153–154). Accordingly, this article proposes 

criteria that demarcate currencies according to how they relate to specific normative issues. 

However, building relevant classifications in social sciences is a complex task. Currencies are social constructs 

(Ingham, 2004), not natural kinds. They are not independent of social facts, from how people perceive them and 

judge them (Hacking, 1991). It may, therefore, be impossible to build purely descriptive classifications, detached 

from people’s perceptions and judgements. Moreover, definitions often have “fuzzy boundaries” (Hodgson, 2019, p. 

209) that prevent any precise demarcation. These two problems are not overwhelming, though. Even if crystal-clear 

precision is out of sight, this remains a valuable ideal. That reality is fuzzy should push us towards more conceptual 

clarity, not less (Hodgson, 2019, p. 209). Similarly, when facts and value judgments are intertwined, one should seek 

for definitions and classifications which make explicit the normative values at stake, so that these discussions can 

happen on fair terms (Olsthoorn, 2017, p. 174). 

Before turning to the core of this paper, I need to stress that its goal is not to provide a definition of the nature of 

money “in general”. Money as a debt token (Graeber, 2011), or money as a social convention fulfilling a certain 

number of functions (Tobin, 2008), are possible theories (among others) that fit in with the approach taken here. 

Despite their numerous disagreements, these theories all recognize that, in modern societies, money is a medium 

of exchange that is widely accepted within a specific community. This simple definition may not be complete, but it 

suffices for the purpose of this paper. 



INTERNATIONAL JOURNAL OF COMMUNITY CURRENCY RESEARCH VOLUME 24 (WINTER 2020) 45-60 LARUE 

 

47 

 

The article unfolds as follows. Section 2 reviews examples of existing classifications. Section 3 shows that these 

classifications cannot provide a suitable background for the ethical analysis of different currencies and discusses 

general guidelines for building adequate classifications. These include making moral values explicit while seeking 

precision and exhaustiveness. Section 4 presents a proposal of three new distinctions satisfying these conditions. 

Section 5 concludes. 

2. CLASSIFYING CURRENCIES: A BRIEF REVIEW 

Several ways of classifying currencies coexist in the literature and often complement each other. As we shall see, 

their aim is twofold. They provide a map of existing currencies in an attempt to better understand the extent of their 

diversity and of their similarities (Blanc, 2011). They also aim at providing a suitable background for the evaluation 

of their impacts on society and the economy (Place and Bindewald, 2015). 

Some authors propose complex classifications, which rely on multiple dimensions and sub-dimensions. Lietaer and 

Kennedy (2008, pp. 217–242) introduce a multi-layered classification, which relies on five dimensions: the purpose 

(or the goal) each currency pursues, the specific form that it takes (coin, note, electronic accounts, etc.), the function 

it serves (means of payment, store of value, unit of account), the way it is created, and its cost recovery mechanism. 

Joachain and Klopfert (2012) and Martignoni (2012) make similar attempts towards complex full-fledged classifi-

cations. Their criteria include the purpose, the basis of trust, the issuance mechanism, the cost recovery mechanism, 

etc. More recently, Bech and Garratt (2017) imagined an innovative approach (the “money-flower” approach), 

which is mostly aimed at classifying digital currencies, but which may be applied to other currencies. They classify 

currencies according to four properties: issuer (central bank or other); form (electronic or physical); accessibility 

(universal or limited); and transfer mechanism (centralised or decentralised). 

Some classifications focus more specifically on so-called “complementary, community and local” currencies. Blanc 

(2011, pp. 7–9) ranks those currencies according to their order of appearance in time (See also Blanc and Fare, 

2016, pp. 4–5). He proposes a four-stage classification. First came the Local Exchange Trading Systems (LETS), a 

kind of mutual credit systems. In LETS, the account of each member is credited each time this member provides a 

service and debited each time she receives a service from another member (Servet et al., 1999). Time exchange 

systems, such as Time Banks, constitute the second generation. In these schemes, the value of goods and services 

exchanged within a network depends on the time necessary to produce them. The third generation contains local 

and regional currency schemes, such as the Ithaca Hours or the RegioGeld, which circulate within a confined geo-

graphic area. Complex projects, involving both civil society and governments with the aim of promoting environ-

ment-friendly behaviour, constitute, according to Blanc, a fourth generation. This includes the NU-project in the 

Netherlands or the French SOL. Fare (2012) adds a fifth generation to these four: Carbon Currencies. These curren-

cies are similar to carbon quotas but apply to the monetary system (Seyfang, 2009). Finally, in a more recent work, 

Blanc (2018a) also includes cryptocurrencies, such as Bitcoin, whose creation process and payment system are 

entirely decentralised and managed through an open-access protocol. 

Seyfang and Longhurst (2013) and Michel and Hudon (2015) use a similar classification in order to evaluate the 

empirical impact of different kinds of currencies. First, they identify service credits (such as Time Banks), which 

allow members to exchange goods with other registered members of the network based on the time necessary to 

produce them. The second category includes mutual exchange systems, such as LETS. Local currencies constitute 

the third category. Their fourth category consists of Barter Markets, a special kind of mutual exchange system. The 

main example is the Argentinian “trueque” (Gómez, 2009). Members receive a kind of local currency as a form of 

interest-free loan and can exchange them for goods and services on specific local markets. 

Most classifications, however, rely on the purposes (or objectives) at the centre of each currency. A first reason is 

that many advocates of such currencies often describe them as fulfilling specific goals. Lietaer and Kennedy (2008), 

for instance, insist constantly on their aim and potential specific benefits. A second reason is linked to the growing 

importance, within the complementary currencies’ research field, of impact assessment programs (Dittmer, 2013; 
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Michel and Hudon, 2015; Seyfang and Longhurst, 2013). As Place and Bindewald (2015, p. 155) argue, “it is neces-

sary to firstly focus on objectives and purpose before any other typological differentiation, in order to evaluate CCs 

against their own and diverse targets.” 

Lietaer and Kennedy (2008, pp. 217–242) separate currencies according to three different purposes: legal tender, 

for-profit currencies and social (not-for-profit) currencies. Tichit et al. (2016, p. 33) arrive at the same criterion 

(profit/non-profit) through a textual analysis of web data. Blanc (2007) proposes a similar classification based on 

the “logic” or “motive” behind each currency. Currencies may be linked to a political motive, a profit motive or a 

civic motive (Blanc, 2007, p. 32)ii. The first kind of currencies relies upon governments, municipalities or other 

political authorities. The classical examples of such currencies are the euro, the dollar but also local currencies cre-

ated by local governments. The second kind falls within the domain of private firms. Loyalty schemes, such as Air 

Miles, belong to this second category. Finally, Blanc calls the currencies that have a civic motive “social currencies”. 

Their purpose is to localize the economy, to foster local exchanges and, simultaneously, to transform the nature of 

exchanges into a social relation less impregnated by market values. According to the author, a currency is a social 

currency if it fulfils these three aims, and most importantly the third one (Blanc, 2007, pp. 38–39). 

In more recent articles, Blanc clarifies his three-fold distinction (Blanc, 2013, 2018b). Following Polanyi (1957, 

2001), he describes three spheres to which a currency can belong: the “redistributive” sphere (the state’s sphere, 

which includes “public” currencies), the sphere of “exchange” (or the market’s sphere, which includes “for-profit” 

or “business” currencies) and the sphere of “reciprocity”, which covers relationships within the family and the com-

munity. “Social” or “associative” currencies belong to the later sphere. Blanc (2011) distinguishes between three 

classes of such currencies (which he also calls “civic currencies”), according to their specific aim. “Local currencies” 

are linked to territorial local projects (such as fostering “local resilience”). “Community currencies” point towards 

community projects that foster positive social relations and social empowerment. Finally, “complementary curren-

cies” are designed for economic purposes (such as protecting the local economy). Blanc (2011, p. 6) makes clear 

that “two cases should definitely be removed from an analysis of CCs”: national currencies and for-profit currencies 

established by firms. He justifies this exclusion by emphasizing that “sovereignty, as well as profit motives, do not 

respect what can be considered a series of major distinctive features of CCs: they are designed and implemented 

mostly by civil society, mostly locally and grassroots, and mostly in a democratic way” (Blanc, 2011, p. 6). 

3. CLASSIFYING CURRENCIES: NEW FOUNDATIONS 

The previous section reviewed several attempts to build coherent classifications. These attempts have been suc-

cessful in at least two ways. On the one hand, complex classifications, such as the one of Bech and Garratt (2017), 

have brought clarity and insight into the extremely diverse world of money.  On the other hand, classifications tar-

geting a sub-set of currencies, such as those of Blanc, have rightly pointed out some key facts about complementary 

currencies: their diverse purposes, their relations to the public sphere and the sphere of commerce, and their slow 

evolution throughout history. 

This paper aims at complementing these approaches in one specific way: finding a classification that would be able 

to account adequately for the ethical issues that new kinds of currencies are raising. These include the legitimate 

use of the state’s coercive power over money, the just balance of citizens’ involvement in the regulation of money 

and the possible limits to money’s purchasing power, among others (North, 2007; Lietaer et al., 2012). That classi-

fication is not aimed at replacing previous ones. Rather, its aim is supplement them by providing a guide to norma-

tive inquiry. In this section, I will argue that a classification will satisfy that aim if it can show, for every possible 

type of currencies, and as unambiguously as possible, to which side of these controversies it lies. 

Most existing classifications have a different purpose (i.e. providing a suitable background for evaluating the impact 

of these currencies). And few of them allow to account for normative issues in a satisfactory manner. Let me take 

the example of the political legitimacy of monetary policy. Classifications relying on generations do make clear 

which types of currencies were most wide-spread at different times (or locations) (Blanc, 2007; Seyfang and Long-

hurst, 2013; Michel and Hudon, 2015). However, they do not allow to differentiate currencies according to how 

democratic decisions regarding monetary policy are; or to how money ought to be created and circulated. 
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Similarly, Blanc’s more recent attempts, while they provide important insights on the nature of complementary 

currencies, are unfortunately equally unable to help us for normative inquiry. Blanc delineates three spheres to 

which a currency can belong: the public sphere, the market sphere and the civic sphere. Which sphere is more le-

gitimate? This is not Blanc’s purpose to answer this question: his categories rather relate to the nature of the 

spheres in which certain currencies circulate, not to the legitimacy of each sphere, or currency. His categories do 

prove useful for positive inquiry. However, if one wants to ask the question of the legitimacy of money, one would 

need other classifications. 

This section discusses three prerequisites that will greatly help to build such a classification. First, any classification 

should make explicit the moral values that underlie each currency, or the project behind each currency. The litera-

ture and the world of alternative currencies is pervaded by ethical and philosophical issues. Different conceptions 

of how money should be created or regulated are opposed to each other and would need to be dealt with in a clear 

and transparent way. Second, we need an exhaustive classification that can apply to the entire set of all possible 

currencies. That set constitutes what Hodgson (2019, p. 211) calls a “population”, that is “social phenomena that 

exhibit some degree of communality and some degree of diversity”. As we have seen in the introduction, currencies 

are social constructs that count as means of exchange within a given community. They nevertheless differ in im-

portant respects, which create a need for classification. Any currency (that is, any item in the set) should be able to 

find a place within the classification, for one cannot evaluate them normatively if one does not know how they differ. 

Third, the classification should, as far as possible, delineate unambiguous differences between different types of 

currencies. Even if finding crystal-clear delineating criteria might be impossible, clear definitions are an essential 

part of any normative inquiry. 

(1) First, a classification should make moral values explicit. The literature provides many examples of (usually pos-

itive) normative statements on alternative currencies. Thomas Greco, for instance, insists first on the “symptoms of 

disease” of the current monetary system (Greco, 2001, p. 4) and on the “disintegration of local economies” (Greco, 

2001, p. 34) before introducing all the “fundamental advantages of distinguish[ing] community currencies or mu-

tual credit systems” (Greco, 2001, p. 51). According to Greco, these currencies are able to localize the economy and 

to rebuild local communities. The framework of Lietaer et al. (2012) is basically the same. The first chapters of the 

book highlight the actual difficulties with conventional money (Ch. III-VI); then, the last three chapters (VII-IX) in-

voke alternative currencies as wholly beneficial solutions, especially with regard to local exchanges and community 

building. Finally, Jean-Michel Servet and his co-authors (1999) call Local Exchange Trading System (LETS) a “good 

money” which generates a “good economy” (Servet et al., 1999, p. 174). According to them, LETS’s main quality is 

its ability to foster “good” social relations. 

These tendencies have had a certain performative effect on the public debate, so that many identify alternative 

currencies as “good” money and official currencies as “bad” moneyiii.  However, despite this abundance of normative 

statements, most authors do not always clearly put forward the normative principles they seem to support. For 

instance, Servet and his co-authors (1999) do not delineate precisely the nature of the “good” economy or the 

“warm” social relations they are praising. This might not be a problem for a literature that focuses on describing the 

nature or the function of such currencies (Place and Bindewald, 2015). Comparatively, normative inquiry has not 

received the same level of attention. However, the fact that normative questions impregnate the literature creates 

an urgent need for clarification of the underlying moral values. This paper wishes to contribute to fulfilling that 

need. 

(2) Second, we need exhaustive classifications that apply to the entire set of all currencies and that show how one 

particular type of currency differs from all other possible types (Hodgson, 2019). Actually, many authors do not 

intend to include all currencies into their classifications. For instance, classifications based on generations ignore 

many types of currencies that do circulate alongside official currencies (virtual currencies and commercial curren-

cies, among others) because their aim is to focus on specific types of currencies (Blanc, 2011). Similarly, Seyfang 

and Longhurst (2013) and Dittmer (2013) focus on specific complementary currencies in order to evaluate their 

environmental impact. Selecting specific currencies for one’s classifications may be justified when it comes to eval-

uating the impact of a sub-set of the monetary system on several variables (Place and Bindewald, 2015). However, 

this is a problem for a classification that aims at guiding normative inquiry, for at least two reasons. 
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First, it is hard to see how currencies differ (and, especially, how they differ from the euro or the dollar) if some are 

not included into one’s classification. Second, lack of exhaustiveness may lead to ignore the common characteristics 

and, possibly, the common drawbacks and benefits, of similar currencies. To illustrate these two points, let me take 

the example of local currencies and of Bitcoin, which, at first sight, may appear at odds with each other. 

Bitcoin is a digital currency that is managed on a decentralised basis by (anonymous) users and protected by a set 

of cryptographic protocols. Sometimes coined a “libertarian dream” (De Filippi, 2014), it has however much in com-

mon with other kinds of alternative currencies. Both bitcoins and local currencies may escape government’s control. 

Both give users the possibility to intervene in the creation of money. Moreover, Bitcoin is experiencing many trou-

bles that may well hit other kinds of currencies. It is not exempt from fraud and legal issues (Gruber, 2013), which 

may also be acknowledged by supposedly “cleaner” currencies. As for Bitcoin, local currencies’ supporters may be 

tempted by tax evasion. For instance, Minuto, a defunct Belgian local currency, was praised by its promoters because 

it was exempt from taxation (Réseau Minuto, 2016). Comparing Bitcoin and Local Currencies could, therefore, re-

veal some relevant facts or ideas concerning those legal issues. One could lose an opportunity for new insights by 

ignoring their similarities. 

(3) Third, classifications need to draw precise distinctions between currencies. Ideally, they should point at unam-

biguous differences between them. Unfortunately, many separating criteria often turn out to be unable to delineate 

precisely what distinguishes alternative and official, national, currencies. Blanc, for instance, argues repeatedly that 

only “democratic” and “grassroots” currencies should count as “civic” currencies (Blanc, 2007, pp. 38–39, 2011, p. 

6, 2013, pp. 261–262). He stresses the importance of the role of “civil society” in the definition of such currencies. 

He opposes these currencies to those belonging to the state’s sphere (which he calls “public” currencies) and to 

those belonging to the commercial sphere (“for-profit” currencies). However, some private for-profit currencies 

such as the WIR have a grassroots and democratic character. What counts as “democratic” and “grassroots” is, after 

all, subject to various interpretations. The WIR may be seen as an example of a grassroots currency, created by small 

and medium enterprises. This Swiss currency works as a complement to the Swiss Franc (Stodder, 2009). It allows 

small and medium enterprises to exchange with each other and to get loans from the WIR Bank. Clearly, the WIR, 

while grassroots and local, is also for-profit. Its purpose is to increase trade and investment opportunities for Swiss 

companies. In which category should it be included? The “democratic” and “grassroots” character of CC’s does not 

provide a clear answer to this question. We would need an additional criterion to distinguish between different 

kinds of currencies. 

Classifications relying on the stated purpose of each currency provide a further example of this problem. As we have 

seen, many authors separate alternative currencies from official currencies on the basis of the “social”, “non-profit” 

or “environmental” purposes the former are supposed to pursue (Blanc, 2007, 2011; Lietaer and Kennedy, 2008; 

Place and Bindewald, 2015; Tichit et al., 2016). It is undeniable that these various purposes constitute a large part 

of the attractiveness of these currencies, which may explain their central importance in the literature. As Blanc and 

Fare (2016, p. 5) argue: “specific values constitute, in fact, the raison d’être of local currency schemes”. Each is 

linked, according to Blanc (2018a, p. 4), to a specific ethical project. Unfortunately, though, these purposes do not 

draw a clear-cut distinction between currencies. First, “promoting” certain values is different from effectively real-

izing these values. A currency designed to promote “warmer” social relations or “greener” exchanges may fail to do 

so (Michel and Hudon, 2015). A “stated” purpose is not a “realised” purpose. Second, most currencies have numer-

ous stated purposes, so that they can fall in numerous different categories. Third, and most importantly, the euro 

and the dollar are also effective tools for improving social relations or empowering poor and marginal people. After 

all, transfers in euro finance our health care system, our social security system, our schools and universities. All 

these schemes clearly constitute important drivers of social cohesion. Even if this is not its stated purpose, should 

not we consider, therefore, that the euro is a “social” currency? National currencies, too, can have social purposes. 

They are not univocal drivers of market values. Fourth, the creation of the euro had several purposes. According to 

the Delors Report for the European Council (1989), these objectives included enhancing European cohesion, im-

proving monetary policy coordination and increasing monetary stability. The euro, in other words, is supported by 

an “ethical project” (whether or not this project is a success is open to doubts, of course). 
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This clearly shows that purposes and objectives cannot be the separating criterion between official and alternative 

currencies. One currency can find its place within several categories, while euros and dollars might become indis-

tinguishable from alternative currencies. If the aim of such classifications is to find a criterion that differentiates 

alternative currencies from the euro, and from each other, using their stated purpose as a criterion appears quite 

unhelpful. We need to find other criteria that allow for finer-grained distinctions. 

4. HOW CURRENCIES DIFFER: A PROPOSAL 

How do these principles affect the classification of currencies in practice? This section offers a proposal satisfying 

these prerequisites and studies three distinctions, which, as we shall see, relate to important normative issues. First, 

there is a clear difference between currencies that are legal tender and those that are not (section 4.1). The second 

distinction lies between currencies whose creation and circulation is handled under the control of users and those 

which are not (section 4.2). Finally, currencies that may serve as a universal means of payment are distinguished 

from those whose use is limited to a certain domain (section 4.3). As we shall see, each distinction relates to one 

normative issue and divides the entire set of all possible currencies into two subsets. These distinctions create ideal-

types, which may not account for all the subtle details of reality, but which delineate relevant conceptual differences 

between currencies and provide important insights regarding monetary policy. 

Some of these distinctions are similar to previous proposals. My purpose is to refine them and to make the criteria 

that distinguish currencies more explicit. Moreover, the door is left open for more distinctions. As Blanc (2011, p. 

5) writes, “a typology should be opened enough to let innovations develop: a given typology cannot claim to be the 

only relevant one, and it might be permanently discussed and transformed.” This study is far from complete, but 

provides a general conceptual framework, able to give precise guidelines for building relevant distinctions, and 

flexible enough to be “adapted and transformed”. 

4.1. Official versus Alternative Currencies 

A first distinction can be made between currencies which are defined as a legal tender in at least one country, and 

those which are not. According to the Oxford English Dictionary (2018), a legal tender is defined as all means of 

payment “which a creditor is bound by law to accept when tendered in payment of a debt”. The US Code definition 

adds that these means of payments should be accepted “for all debts, public charges, taxes, and dues”iv.  This first 

distinction sets official currencies apart from alternative currencies. 

Though it may seem overly simple, this distinction is essential to understanding alternative monetary proposals, as 

it emphasises a crucial difference in legal regimes for different kinds of currencies: are people forced to accept a 

currency in payment, or not? In short, this distinction raises the question of the legitimacy of the legal tender, that 

is, the question of whether (or not) the state is right to impose a legal tender on people. The state has a special 

status, compared to other political or economic agents: it has the monopoly on coercive power. It is the only agent 

that is authorized by law to coerce people into doing certain things (for instance, using a certain currency). This is 

why official currencies are special: the state can oblige its citizens to accept them in payment. 

Within the literature on alternative currencies, most authors generally consider that the use of alternative curren-

cies is and should remain voluntary, without threatening the dominance of official currencies (e.g. Blanc, 2018a). 

Others are more radical and call for the abandonment of all legal tenders. Hayek (1990), for instance, proposed to 

deregulate the banking and financial systems and to allow private actors to emit their own currencies. Finally, in 

stark opposition to Hayek, some authors, known as “modern monetary theorists”, in the continuity of the work of 

Knapp (1921), stressed the importance of having a coercive state to impose a currency over a political territory (e.g. 

Wray 2012). In connection with this debate, the first distinction differentiates currencies according to whether a 

political authority (a state, a king, a city council) uses its coercive power to enforce the use of a currency, or not. 

The euro and the dollar are obvious examples of official currencies. The euro is legal tender in the EU (see EC Treaty, 

art. 128) while the dollar is legal tender in the US (see US Code, 31, §5103) as well as in other countries, such as 

Ecuador. Alternative currencies, on the other hand, include all the means of payments that are not considered as a 

legal tender in at least one country. This means that vendors or tax authorities are not bound to accept them in 

payment. In this category, I include Local Exchange Trading Systems (LETS), Local Currencies (such as the Bristol 
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Pound), Carbon Currencies (aimed at reducing carbon emissions), regional Currencies (valid only in a given region), 

digital and cryptocurrencies (such as Bitcoin), commercial currencies (Air Miles), Meal vouchers, and the likes. 

Alternative currencies may have several types of relations with official currencies. Blanc (2017) has proposed a 

complex description of how currencies relate to each other. The present discussion is more modest and limits itself 

to the following concepts: first, some alternative currencies may be converted into official currencies and others 

may not. Bitcoins, for instance, may be exchanged for euros or dollars, while most Local Exchange Trading Systems 

forbid this possibility. The value of Bitcoins is constantly fluctuating compared to the dollar or the euro. However, 

in some cases, the value of alternative currencies is anchored to the value of the euro or the dollar. For instance, the 

value of one unit of local currency (e.g. Bristol Pound) is generally equivalent to the value of one euro. In fact, we 

could build a continuum of alternative currencies, depending on how easily we could exchange them for official 

currencies. 

Second, alternative currencies may compete or be complementary to official currencies. A currency is said to com-

plement another when it does not aim at replacing it as the main unit of account and means of payment in a given 

economy (and conversely for competition). Most alternative currencies do not compete with official currencies, that 

is, they do not try to replace them (Pfajfar, Sgro and Wagner, 2012). Local currencies, for instance, are a means of 

exchange as well as a unit of account valid only in a definite area. Usually, they are acceptable in exchange for goods 

and services produced in that area only. The Bristol Pound, a Local currency in the city of Bristol, does not aim at 

replacing the Sterling Pound as the official unit of account and means of exchange in the United Kingdom. As Bristol 

Pound’s official website explains: “The Bristol Pound is a complementary currency, designed to work alongside 

sterling, not replace it” (Bristol Pound, 2015). But alternative currencies sometimes take the place of official cur-

rencies (or a large portion of that space), especially in periods of crisis. In Argentina, for instance, regional and local 

currencies came to play a great role during the financial crisis of 1999-2003 (Gómez, 2009). 

4.2. Participatory versus Non-Participatory Currencies 

This section deals with the issue of monetary policy, which has raised intense debates in recent years, most notably 

after the 2007 financial crisis (Turner, 2016). Who should have the power over monetary policy? Should monetary 

policy be independent of the political realm, or regulated through it? Finding a precise criterion that takes into 

account the “political” dimension of money is not an easy task. In this section, I propose to differentiate currencies 

according to whether users can be involved in their management. Participatory currencies give the possibility to all 

users to take part in their management, while non-participatory currencies forbid this possibility. That involvement 

varies in degree. Some participatory currencies give more power to their users than others. Some currencies are 

strongly participatory while others exhibit a lower rate of participation. The strength of participation should be 

evaluated on a one-to-one basis, as it differs for every participatory currency (I will study two examples belowv).  

Users’ involvement may also concern different types of decisions, for instance regarding the issuance, circulation, 

or distribution of participatory currencies. On the contrary, non-participatory currencies keep users away from 

their governance: the degree of involvement is equal to zero. 

The examples of LETS and Bitcoin will help us understand how different participatory currencies exhibit different 

levels of participation. LETS are managed by the association of all users. Even if some LETS do possess a committee 

in charge of the daily management of the system, it is usually accountable to all users (Servet et al., 1999). However, 

most often, such authorities do not exist, and the management of participatory currencies is open to all users. 

Bitcoin, for instance, is a participatory currency without any central management. The system operates as a peer-

to-peer network on a decentralised basis, and each user can participate in its creation and in the control of its op-

erations. 

These examples help us to refine the definition of participatory currencies. First, for a currency to count as partici-

patory, the possibility to participate must be open to all users. But users need not use that possibility. For instance, 

most Bitcoin users do not participate in its development, but they could do so if they wanted to. Moreover, users’ 

participation may take various forms. In LETS, users take part in the training of new members or in the resolution 

of conflicts between members. Similarly, Bitcoin users can participate in the development of the protocol, or in the 

creation process (mining). What matters is that participation concerns the management of the currency (its crea-

tion, its value, its area of validity, etc.). Finally, the decision process is necessarily a collective process. Participatory 
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currencies give to all users the possibility to participate, and this involves necessarily a form of collective decision 

making. If a currency gives the opportunity to participate only to banks, or only to bureaucrats, this cannot be a 

participatory currency. Of course, some participatory currencies have a board of directors (Local currencies, LETS). 

Others do not have any central governance process (e.g. Bitcoin). However, for a currency to count as participatory, 

its board of directors (if it exists) must always be subordinated to the effective control of actual users, which have 

together the power to alter such central institutions and to take part in the management of the currency. 

On the contrary, the management of non-participatory currencies does not involve users. All forms of participation 

are excluded. The euro and the dollar, for instance, are managed by a central bank (the European Central Bank and 

the Federal Reserve, respectively) which is formally independent from states and citizens. The design of monetary 

policy and decisions about the creation process does not involve European or American peoples. Even if national 

governments select the members of the governing council of their central banks, the latter remain independent 

from political interference (Dietsch, Claveau, and Fontan 2018, chap. 1). Similarly, firms retain control over the 

management of commercial currencies. Customers do not have a say over the way they are issued and circulated. 

Such currencies fall therefore in the category of non-participatory currencies. 

Participatory and alternative currencies have much in common. The same distinctions apply to both: participatory 

currencies may (or may not) be converted into non-participatory currencies, and participatory currencies may (or 

may not) compete with non-participatory currencies. However, even if most alternative currencies are also partic-

ipatory currencies, this is not always true. For instance, proposals of carbon currencies that would rely on State 

agencies are alternative and non-participatory currencies (Seyfang, 2009). Similarly, not all non-participatory cur-

rencies are official currencies. A currency can be managed at the level of the State or of another user-independent 

authority, without being legal tender. Air Miles, for instance, are neither participatory nor official currencies. They 

are managed by airline companies, not by passengers. Meal vouchers are also a good example: they are circulated 

by private companies, not by workers. 

4.3. Universal versus Bounded Currencies 

Universal and bounded currencies constitute the fifth and sixth categories. Bounded currencies are currencies 

whose possible uses are limited according to some geographic area (i.e., they are valid only for goods produced 

locally) or to communitarian criteria (i.e., they are valid only for exchanges between members of a community), or 

to specific goods or services (e.g. Meal vouchers and Air Miles). The relevance of this definition springs from the fact 

that these limitations are at the core of the arguments in favour of these currencies. These limitations are supposed 

to bring about certain benefits, in line with certain purposes. For instance, because they circulate only locally, local 

currencies are supposed to generate a healthier economy and stronger local communities (Curtis, 2003; Gregory, 

2009). Similarly, LETS are designed to reinforce solidarity between members (Seyfang, 2002). In a different vein, 

the restrictive nature of Air Miles, which can only buy products of a specific airline company, is meant to retain loyal 

customers and constitutes one important instrument of airlines’ marketing strategy. 

Contrary to bounded currencies, universal currencies can, in principle, buy virtually all goods and services available 

on any market (legal or illegal), without any intentional limitations nor predefined purposes. Nothing prevents their 

user from buying a specific good. Nothing encourages them to buy specific types of goods and services either. Of 

course, there might be some contingent limitations, such as vending machines refusing payments in notes. Even if 

specific means of payment labelled in dollar or euro might not be accepted everywhere, this does not challenge the 

universal status of the euro or the dollar as a currency. 

One could object that all currencies are bounded in a certain way. In particular, all are circumscribed to a certain 

geographic area (the euro in the Eurozone, for example). Benjamin Cohen, for instance, has argued that only the 

dollar can be currently considered as a truly universal currency since its “use dominates most if not all cross-border 

purposes” (Cohen, 2004, p. 14). However, my criterion does not assess whether a currency is currently universal, 

but whether it could potentially, in principle, be universal. The moon is currently not for sale, but if it were, one 

could use universal currencies to buy it. In fact, borders are not the issue here: the euro does not prevent Europeans 

from buying foreign goods. In this sense, the euro is a universal currency, that is, a currency with which one can 

possibly buy everything that is for sale, and which does not experience any intentional restrictions. 



INTERNATIONAL JOURNAL OF COMMUNITY CURRENCY RESEARCH VOLUME 24 (WINTER 2020) 45-60 LARUE 

 

54 

Note, moreover, that this distinction is different from Polanyi’s famous concepts of all-purpose and special-purpose 

money (Polanyi, 1957, pp. 264–266). Polanyi is differentiating currencies according to the three traditional func-

tions of money (means of exchange, store of value, unit of account). He shows that, historically, some kinds of money 

– which he calls special-purpose money – have served only one of these uses. For instance, some were only used as 

units of account, but could not be used as means of payments. Polanyi gives the example of the Assyrian and Baby-

lonian accounting system, which did not rely on money conceived as a means of payment, but only as an accounting 

mechanism (Polanyi, 1957, p. 265). On the contrary, all-purpose money is suited to all functionsvi. My distinction, 

however, does not consider what functions a currency may fulfil but rather whether geographic or communitarian 

criteria restricts its possible uses. 

The obvious examples of universal currencies are the euro, the dollar, and other national currencies. LETS, Local 

currencies, the WIR, Meal vouchers and commercial currencies are all examples of bounded currencies. The pur-

chasing power of local currencies is bounded according to some geographic area (the territory of a town). LETS, the 

WIR, and Time Banks are valid only within a specific community of users. And Air Miles and Meal Vouchers can only 

buy specific goods. It is important to notice that, in all cases, these limitations are justified on the basis that they 

could impact the economy or the environment in a beneficial way. For instance, LETS, Time banks and Local cur-

rencies are usually put forward as agents of social integration (Servet et al., 1999; Oliver Sanz, 2016). According to 

their promoters, these currencies may also exhibit some economic benefits for local or regional economies (Wil-

liams, 1996; Gregory, 2009). Others think they may play an important role in a sustainable economy (Curtis, 2003; 

Lietaer et al., 2012). Some bounded currencies also play a role in the design of redistributive policies in many coun-

tries. For instance, Meal vouchers, which give access to a limited basket of goods, form an important part of poor 

relief policies in the US (Currie and Gahvari, 2008). Finally, commercial currencies, such as Air Miles, are part of the 

firms’ marketing strategy. 

Many participatory and alternative currencies are also bounded currencies, but not all are. Local Currencies, for 

instance, are alternative, participatory and bounded currencies. They are valid only as a means of exchange for 

specific goods and services in a specific area. Bitcoin, on the contrary, is not a bounded currency, even if it consti-

tutes an alternative and participatory currency (Kaplanov, 2012, pp. 141–143). Clearly, Bitcoin is not a legal tender 

and is, therefore, an alternative currency. Moreover, users can participate in its creation. It is, therefore, a partici-

patory currency. However, Bitcoin is not a bounded currency. One could potentially buy any sorts of goods or ser-

vices using Bitcoins. Bitcoin can potentially be a universal means of payment and its uses are not limited in any way. 

Of course, Bitcoin, in practice, cannot buy everything. Only a few companies accept it in payment for goods and 

services. However, this is not a consequence of Bitcoin's architecture or purpose, but a result of its lack of accepta-

bility. Bitcoin, therefore, retains its universal character because, in theory at least, it allows people to buy anything 

that is for sale. 

Finally, an important issue concerns the extent to which bounded currencies can be converted into universal cur-

rencies. Meal vouchers, Air Miles and most LETS and Time Banks currencies simply cannot be exchanged for uni-

versal currencies, while many local currencies can, but at some cost, which restrains their convertibility. Within the 

category of bounded currencies, we could, therefore, think of a continuum of currencies, where the place of each 

currency on the continuum would depend on its capacity to be converted into universal money. 

4.4. Summary 

The previous sections highlighted three distinctions. The first lies between currencies which are legal tender (offi-

cial currencies) and those which are not (alternative currencies). The second separates currencies whose manage-

ment is under the control of users (participatory currencies) from those whose management is independent of users 

(non-participatory currencies). Finally, the third distinction draws a line between currencies that are universal 

means of payments, which can buy any sorts of goods and services (universal currencies), and currencies whose 

use and validity are limited according to certain precise criteria (bounded currencies). 
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The table below gives examples of currencies classified according to the second and the last distinctions. The first 

distinction is the most obvious and does not need clarifications. As we have seen in §4.2 above, the strength of 

participation often differs from one participatory currency to another. Different LETS and different local currencies 

may be managed differently and might give different levels of powers to their users. Table 1 below does not account 

for these differences, as every single currency would probably need its own cell. 

Table 1. A comparison of different currencies 

 Non-participatory Participatory 

Universal 
Euro 

Dollar 

Bitcoin 

Bounded 

Meal Vouchers 

Air Miles 

Carbon Currencies 

LETS 

Local Currencies 

WIR 

 

As I showed earlier, the authority is the ECB for the euro, the FED for the dollar, Voucher and Airlines companies 

for Meal vouchers and Air Miles, and State agencies in the case of carbon currencies. The euro, the dollar and Bitcoin 

are universal currencies, which may potentially buy everything, whereas the others are bounded according to some 

criteria. Meal vouchers and Air Miles are limited to particular goods provided by specific companies (Meals and 

Airlines tickets). Carbon currencies are limited to goods beneficial in some degree to the environment. LETS and 

Local currencies are both limited to a certain area or a certain community of users. The validity of the WIR is limited 

to the goods and services produced by Swiss SME’s which belong to the scheme, and each member (or “cooperator”) 

is entitled to one vote in the WIR general assembly and has the right to stand for election to the board of directors 

(WIR Bank, 2018). 

The above distinctions satisfy the criteria that I defended in section 3. Clearly, all currencies (including the euro and 

the dollar) can find a place in this table. Each distinction relies on one explicit criterion, which divides the entire set 

of currencies into two mutually exclusive subsets and allows to see clearly how currencies differ from each other, 

and especially from the euro and the dollar. Moreover, each category is defined as precisely and unambiguously as 

possible, even if there might remain some grey areas and small exceptions to the general rule. Finally, this classifi-

cation creates a basis for the discussion of complex normative issues related to alternative currencies. 

The first distinction relates to the problem of determining the legitimate use of the state’s coercive power. This is a 

very old question in political theory, which has recently been raised by Raz (1986) and Rawls (2005), among others. 

According to Rawls’ influential account of legitimacy, an authority is legitimate if its coercive political power is jus-

tified by reasons that people can reasonably accept. Regarding our present inquiry, the problem concerns the extent 

to which the state can legitimately compel people to accept one or several currencies in payment (i.e. legal tenders). 

Hence, the first distinction separates currencies that are legal tenders from those that are not. 

The second distinction relates to the issue of who, or which institution(s), should have the power over monetary 

policy. Should the people be involved in monetary policy decisions? Through which participatory process? Or, on 

the contrary, should central banks be absolutely independent of all political interferences? Recent years have wit-

nessed increased debates on the possibility and desirability of citizens’ involvement in monetary issues (Dietsch, 

Claveau and Fontan, 2018). Defining precisely the role of an agent in the creation and management of money is a 

difficult issue. The second distinction is an attempt in that direction. It differentiates currencies according to 

whether users can take part in their management. It aims to provide a clear guide for deciding which kind of cur-

rency to support if one cares about citizen’s participation. 

Finally, in relation with the third criterion developed in this article, one could wonder whether money’s possible 

uses should be restricted according to some geographic or communitarian criteria, so as to bring about certain 

benefits. This question is crucial for currencies, such as LETS, regional or local currencies, which are only valid 
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locally or within a specific community. For instance, local currencies are often praised for their alleged capacity to 

localize the economy and to strengthen communitarian ties, thanks to their uses being restricted locally (Curtis, 

2003; Brooks, 2015). One could ask whether these claims are true, but could also investigate whether it is in line 

with justice. Should money’s purchasing power be restricted locally, or within communitarian bonds, or to certain 

goods, in order to achieve certain objectives? 

All these questions are of utmost importance. The above three distinctions allow to frame political issues in ade-

quate terms, as unambiguously as possible, and to discuss adequate policy proposals based on the relevant differ-

ences between currencies. In that sense, they help set the ground for further ethical debates on these issues. Current 

research in financial ethics has focused on big institutions, such as central banks (Dietsch, Claveau, and Fontan 

2018), or trendy issues, such as Bitcoin (Angel and McCabe, 2015; Lambrecht and Larue, 2018). However, few arti-

cles have focused on alternative currencies (for exceptions, see Mildenberger, 2019; Larue, 2019). This might be 

the subject of further research. 

5. CONCLUSION 

This article reviewed several ways of classifying currencies and studied some problems that frequently appear in 

this literature. It then introduced three distinctions, in an attempt to account in a satisfactory manner for the nor-

mative issues that these currencies are raising. Each distinction is connected to one normative question. Each allows 

seeing on which side of these debates each type of currency lies. The first separates currencies that are legal tender 

in a definite area from those which are not, and relates to the question of the use of coercive power by the state. The 

second separates currencies whose management is independent of users from those whose management rests in 

the hands of users. This second distinction relates to the issue of citizen’s participation in monetary policy. The third 

separates currencies that, potentially, can buy anything from those whose uses are restrained according to geo-

graphic or communitarian criteria, or to some specific goods. That last distinction is linked to the question of 

whether money’s purchasing power should be restricted according to some specific criteria. 

The aim of these distinctions is to provide a classification of all currencies that maintains the possibility for precise, 

transparent and exhaustive comparisons, and which establishes the basis for a well-argued debate on the norms 

and values that influence the choice of a currency or the regulation of money. While these three distinctions cer-

tainly do not match this aim perfectly, they nevertheless constitute a conscious attempt in that direction. Determin-

ing clearly how a currency differ from another may improve the debates on what is the good or the right currency. 
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ENDNOTES 

i - The category of « alternative currencies” is used in other classifications by other authors, or in other contexts as 

a generic term. This should not be confused with the meaning it has here, i.e. a currency that is not legal tender. 

ii - “Les monnaies à logique politique », « les monnaies à logique lucrative » and « les monnaies à logique citoyenne 

». My translation. 

iii - See for instance the movie “Demain” (Dion and Laurent, 2015) and the findings of Blanc and Fare (2016). 
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iv - Some countries have limited legal tender instruments: in Britain, for instance, the 50 pence piece is legal tender 

only for sums of up to 10 pounds sterling. These small exemptions do not threaten the more general rule that ster-

ling pounds are official currency in the UK. 

v - For a study of collective decision making in alternative currencies, see Meyer and Hudon (2017). 

vi - See Blanc (2013), Kuroda (2008) and Servet (1993, 2007), for a contemporary reconsideration of Polanyi’s ideas 

on all-purpose and special-purpose money. 
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ABSTRACT 

This paper focuses on the financing of investments in long-term assets in the Commodity-Money-

Commodity (komoko) monetary system (KMS). The KMS is a special, currently still theoretical ver-

sion of mutual credit, first introduced in the 2016 summer issue of the IJCCR journal. In dealing 

with capital goods financial circulation is indispensable. However, financial circulation is prone to 

speculation, a practice not at all endorsed by CC (complementary and community currencies) 

communities. Separation of the real and financial exchange circles introduced in the original KMS 

paper is a method by which community currencies can dispense with speculation and other forms 

of potentially harmful financial circulation. Separation of the real and financial exchange circles 

proposed by the original KMS paper is based on a rigid, rule-based barrier between the real econ-

omy - which produces new goods and services on one side, and the financial economy - which deals 

with the exchange of old durable and capital goods on the other. This separation method may, how-

ever, be potentially either too cumbersome for businesses or too easy to evade. An improved meth-

od of separation of the exchange circles is proposed which basically eliminates the elements of the 

rule-based barrier and substitutes it with a new feature called inverse maturity of deposits. To im-

plement inverse maturity of deposits, the KMS evolves from a plain ledger-based currency into a 

form that resembles accounts payables and accounts receivables. This new form of KMS which 

tracks the maturity of credits (demand deposits) puts the KMS in stark contrast to the existing frac-

tional reserve banking which tracks the maturity of loans i.e. debits. The paper discloses how the 

KMS, featuring inverse maturity of deposits, dispenses with excessive financial circulation without 

impeding the real circulation and at the same time supports the use, exchange and production of 

capital goods. This renders KMS a currency that can crowd out legal tender. 
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Mutual Credit, Finance and Investment, Velocity of Money, Inverse Maturity, Liquidity
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1. INTRODUCTION 

In (Kavčič, 2016), Commodity – Money – Commodity (komoko) currency (abbreviated komoko), or in longer form 

the komoko monetary system (KMS), was disclosed. The KMS is a special implementation of mutual credit, cur-

rently still just a theoretical one. Some authors contribute the origin of the modern implementations of mutual 

credit to Keynes and his proposition by (Schumacher, 1943) for international credit clearing as the basis of the 

international trade and finance. Yet, it was E.C.Riegel, a self-educated author, who was the first to propose using a 

currency based on what he called mutual credit for the national economy. In (Kavčič, 2016), the KMS is compared 

to mutual credit as it was first defined by Riegel (1978 posthumous) and further developed by Greco Jr (2013). 

This original form of mutual credit is hereinafter referred to as MCSG. When compared to MCSG, the KMS features 

three distinctive properties.  The first is monetary separation between the real circulation on the one hand and 

the financial circulation on the other, carried out in the form of explicit restrictions on trading with old goods for 

businesses in the KMS as compared to no explicit restrictions in the original form of mutual credit (MCSG). The 

second distinctive property is overdraft limit calculation based on the past period balance of transactions as op-

posed to overdraft limit calculation based on past sales figures. The third distinctive property is the mandatory 

periodical clearing of business accounts.  

It is quite obvious that the present day national economies, which are based on fractional reserve banking (here-

inafter denoted as FRB), suffer from the ever growing financial circulation which impedes the real circulation or 

as Keen (2011) puts it: "finance destabilises the real economy". Yet, it is quite obvious that any real economy 

could not possibly function without financial circulation. In particular, financial circulation is indispensable when 

dealing with capital goods. Schroeder (2018) emphasises the importance of managing and supporting the ex-

change of capital goods by CC currencies. Other papers (Filho, Rigo, & Silva, 2013), (Stodder & Lietaer, 2016), 

(Littera, Sartori, Dini, & Antoniadis, 2017) that deal with some of the more successful and prominent present day 

CC currency implementations (Banco de Palmas, Brasil; Sardex, Italy; WIR, Switzerland respectively) do not ex-

pose the deficiencies of these currencies in terms of financing of long-term assets. All the mentioned CC currency 

systems provide financing, i.e. loans with longer periods of repayment in addition to what can be equated with 

overdrafts. The basic fact of these currencies is that they all exist in parallel with official currencies (legal tender). 

Even businesses that use CC currencies use them only as a minor complement to the use of legal tender. For ex-

ample, as mentioned by some authors (Stodder & Lietaer, 2016), total WIR Balances of 612 million in SFr, repre-

sent only one-quarter of one percent of the basic Swiss money supply for 2007, though the penetration of WIR 

was quite high  - 16% in terms of the number of businesses that used it in 2005.  Others (Motta, Dini, & Sartori, 

2017) report in similar vein that: “Sardex mediated a trade volume of 51m Euro, corresponding to almost 0.2% of 

the Sardinian gross domestic product (GDP) in 2013”. Some authors (Stodder & Lietaer, 2016) describe the 

‘standard countercyclical pattern’ of WIR-exchange, based on which they see WIR as a relevant contributor to the 

stability of the Swiss economy. Yet, even considering WIR as the strongest CC circle, let alone the other CC initia-

tives, their main impact and potential economic benefit does not come from their monetary advantage, but rather 

from the social value that they foster. None of the existing CC currencies are designed to bear the brunt of eco-

nomic activity in a community, be it local, regional or national, even though the aspirations of some of the CC cur-

rency proponents may be very much in favour of doing so. Assuming responsibility for the economic activity of a 

community would imply that CC currency could ‘crowd out’ legal tender and thus isolate the economic agents 

from the disturbances and ills pertinent to the present day national or supra-national fiat currencies on the one 

hand, and for local or regional authorities to start taking care of liquidity, employment, inflation and GDP on the 

other. This is rather a utopia. However, life - political in particular - is full of surprises and discussing a CC curren-

cy which promises to support the brunt of community exchange may one day be more than just of theoretical 

interest.  

To steer GDP, employment and inflation - even on a local scale, let alone regionally - requires serious knowledge of 

macroeconomics and confronts decision makers with a series of tough decisions on one or the other among the 

contentious policies depending on the school and vein of macroeconomics one is disposed to believe and follow. 

Controlling GDP, employment and inflation requires dealing with capital formation and related financial transac-

tions. As Schroeder (2018) has shown, a search for discussions of ‘capital’ in academic literature produced almost 

no results. CC literature does not focus on macroeconomic issues, while various local and regional authorities or 

grassroots activists involved in the CC initiatives deal with it even less. What makes KMS, in spite of all these facts 
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and in contrast to the other CC currencies, a currency that can crowd out legal tender just through its superior 

monetary capability on the one hand and fundamentally simple inner working, one that is easily understandable 

by practitioners on the other?  

It will be shown that the KMS, this special form of mutual credit CC, possess a feature that makes it particularly 

suitable for dispensing with the excess financial circulation without impeding the real circulation. It is worth not-

ing that according to Blanc (2011) “National currencies, that  is money defined and  organised by a national or 

federal sovereign power in a pure sovereignty framework, cannot be considered CCs.” Although in this delineation 

Blanc does not directly address legal tender, one can hardly imagine a currency that is used ‘within a pure sover-

eignty framework’ and is not legal tender. Despite the fact that it can provide the liquidity necessary to support 

the production of new goods and services, Komoko is not designed to act as legal tender if it is taken by its formal 

definition (Horvitz, 1974) as: ̶‘… valid payment for all debts unless there is a specific agreement to the contrary’. 

KMS also does not need sovereign power for its promulgation more than any other CC. 

In its original form (Kavčič, 2016), the separation of the exchange circles was founded on a rigid, rule-based barri-

er that almost entirely prohibited, with the exception of loans and purchases of new stock, the use of komoko for 

financial transactions between businesses. This prohibition, as presented originally, appears to be cumbersome 

for businesses because (Kavčič, 2016) does not explain how arbitrary financial transactions can be performed by 

businesses. In addition, the general prohibition of financial transactions with the exception of loans, as conceived 

originally, was discovered to be easy to evade as businesses could use loans to roll over their profits and/or losses 

into the following period and thus amass large amounts of currency and/or respective debt.  

This paper discloses how the KMS can support financial transactions and introduces the notion of inverse maturi-

ty of credits as the distinctive feature that enables the KMS to contain the potential drawbacks of the financial 

circulation.  

(Schroeder, 2018) contends that the KMS does not support the exchange of capital goods. It will be shown that 

Schroeder’s position with respect to the original version of KMS is only partially correct. However, the importance 

of managing and supporting the exchange of capital goods by CC currencies which is emphasised by (Schroeder, 

2018) is fully observed in this paper. The ambiguities related to capital goods from the original KMS proposal 

(Kavčič, 2016) have been resolved. This paper discloses how to deal with purchases of fixed capital in the KMS. 

The paper emphasises the distinction between the financing of working versus fixed capital. Fixed capital is dealt 

with depending on the type of fixed assets. A distinction is drawn between fixed assets built for the market and 

custom-built investment projects. New solutions dealing with the exchange of shares entering the primary market 

are explained. A section of this paper is devoted to exchange with other currencies and legal tender in particular. 

The approach is purely theoretical. 

2. DEALING WITH THE FINANCIAL CIRCULATION IN KMS 

2.1. Dealing with stock 

The version of KMS disclosed in this paper also provides support for financial transactions involving businesses, a 

functionality that was, with the exception of loans, prohibited in (Kavčič, 2016). The exchange of goods and other 

komoko transactions between households, which is by definition a financial transaction, was, however, supported 

in (Kavčič, 2016). Financial transactions are those transactions which do not correspond to the exchange of new 

goods and services and are therefore usually exempt from VAT. These are examples of what are deemed financial 

transactions in the KMS: lending/borrowing inclusive related instalments, buying/selling of other currencies, 

buying/selling of merchandise inventory out of the producer-wholesaler-retailer chain, and buying/selling old 

durable and capital goods. When referring to ‘old durable and capital goods’ in (Kavčič, 2016) or in this paper, ‘old 

durable and old capital goods’ is always meant. New capital goods, such as new machine tools or new houses, are 

part of the real circulation as are any other goods produced and sold to consumers or to another business for con-

sumption or use respectively. Old goods that are durable or capital in nature have already been purchased once. 

There is no ambiguity about what an old capital good is when speaking about tangible items such as a house or a 

bulldozer. However, when speaking about stocks (shares) or some other intangible items, things are not so clear 

cut. As a rule, all intangible items are deemed ‘old durable and capital goods’ in the KMS, however, there can be 
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exceptions. Probably the most important exception is new stock, such as when an established private firm decides 

to go public and issues new shares directly or through an investment bank. Not all of the newly-offered stock val-

ue is deemed new goods, because the majority of a firm’s assets are old goods from the KMS perspective. Factory 

buildings, production equipment, car parks, etc., everything has already been purchased once and put to use with 

the exception of goodwill. Only the portion of stock corresponding to goodwill can be sold as new goods for ko-

moko money. The details of financing investment projects are explained in a separate section of this paper. 

2.2. Maintaining the currency flow 

(Kavčič, 2016) introduced a differentiation between households and businesses with respect to how the requisite 

currency flow is maintained. For households the requisite currency flow is achieved by the grace period followed 

by the progressive demurrage. For businesses the pace of their respective account's money flow depends on their 

characteristic natural business turnover period in combination with the mandatory clearing period dictated by 

the KMS. For example, the characteristic natural business turnover period of a firm (previously in (Kavčič, 2016) 

referred to as the ‘sales cycle’) in service industries, such as hairdressing, is usually determined by the lump ex-

pense (the periodical payout of salaries) following the incremental revenues (haircuts). The characteristic natural 

business turnover period of a construction firm is usually determined by the lump revenue (the sale of a house) 

following the incremental expenses (the periodical payout of salaries and the costs of materials). The balance of 

the accounts during the characteristic natural business turnover period could be compared to the respiratory 

cycle. In accounts in the black (black ink accounts), the balance curve first rises from zero to a value and then 

again falls towards zero, whereas in accounts in the red (red ink accounts), the balance curve first descends to a 

maximal negative value and then ascends back towards positive. Red ink accounts use a KMS overdraft while 

black ink accounts do not. In the KMS, businesses are mandated to periodically clear their accounts i.e. bring them 

to zero. The period in which a business is mandated to clear its account is called the business turnover period. In 

general, businesses can have their business turnover period equal to or longer than their characteristic natural 

business turnover period, but no longer than the mandatory clearing period which is determined by the KMS. 

Businesses with characteristic natural business turnover periods longer than the mandatory clearing period, for 

instance small shipyards, are an exception to this rule. How the KMS should treat such cases is explained in the 

section devoted to fixed capital. It is expected that the duration of the mandatory clearing period would be be-

tween three and six months. The change in the mandatory clearing period duration would be used by the KMS as a 

monetary control measure. 

2.3. The real and the financial accounts 

To support financial transactions and to maintain the requisite currency flow at the same time, this new version of 

the KMS introduces a new account category for business and household accounts. In addition to their ‘normal’ 

transaction account (hereinafter referred to as the ‘real’ account), each business and household would also have a 

second account, hereinafter referred to as a ‘financial’ account. Generally, account holders are free to perform any 

kind of financial transaction. However, financial accounts are maintained with non-negative balances only. As a 

rule, transactions can only run from financial accounts that have a positive balance, since the KMS does not allow a 

KMS overdraft to be used for financial transactions (there is one exception explained further on). Any proceeds 

from financial transactions, no matter where they stem from, will end up in the financial account of the recipient. 

Account holders can perform real transactions using credits from their financial accounts, for instance, they can 

purchase goods or services, or they can pay for labour or dividends. However, account holders are not permitted 

to transfer credits between their ‘real’ and ‘financial’ accounts other than when they transfer credits from the 

‘financial’ account to the ‘real’ account at the end of the business turnover period in order to comply with the 

mandatory periodical clearing of accounts. This transfer is, however, ignored by the KMS overdraft limit calcula-

tion for the following period. 
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Figure 1: Transition chart of the ‘real’ and the ‘financial’ flows and accounts.  

2.4. Dealing with the potential money bubble due to the financial circulation 

The KMS calculates the overdraft limits and thus the liquidity of the whole system on the assumption that credits 

are discharged from each economic unit with a pace equivalent to the value of goods or services flowing into it (+ 

profits + the value of depreciation). Financial transactions, such as loans, can disrupt this equivalency and cause 

liquidity problems. Short-term loans have the potential to create a bubble of unused credits, though not unlimited 

in size, yet potentially harmful to the KMS operations. Short-term loans can cause rolling over of credits from pe-

riod to period from the account of one business to the account of the other. However, due to some less cumber-

some possibilities of saving, businesses are not expected to indulge in such activities. Were this still to happen, 

however, KMS has enough administrative measures at hand, first to detect such a build-up and, second, to deter it. 

3. THE INVERSE MATURITY OF DEPOSITS (CREDITS) 

3.1. Assuring currency flow on the financial accounts 

Balances on financial accounts are not subject to the mandatory periodical clearing, instead, a mechanism similar 

to the one described in (Kavčič, 2016) for households is implemented for all financial accounts. In (Kavčič, 2016) 

the following regime is foreseen for household accounts for the sake of maintaining the requisite currency flow. 

Deposits on household accounts mature and, once they reach maturity, are levied with progressive demurrage. 

The fact that maturity in the context of KMS financial accounts has the opposite effect to the well-known maturity 

of the financial instruments should be taken into account. In comparison to the present day (fractional reserve) 

banking (FRB), deposits feature inverse maturity in the KMS. In (Kavčič, 2016) deposits in household accounts 

that are transferred from business accounts acquire new maturity, which is dictated by the so-called grace period 

determined by the KMS. It is expected that the grace period would last from two to four months and that this 

would be one of the monetary control measures available to the KMS. When deposits are transferred from one 

household account to another, they are not rejuvenated, their maturity (due date) remains with them and does 

not change. 

Financial accounts keep track of the maturity of the credits being deposited to them and will therefore be refer-

enced to as ‘maturity aware’ accounts. In addition to the business financial accounts and household financial ac-

counts, household real accounts are also ‘maturity aware’. Deposits on ‘maturity aware’ accounts all mature and, 

once they reach maturity, they are levied with progressive demurrage. What is referenced to here as a deposit is 

recorded in the KMS as a credit entry. Each credit entry in the ‘maturity aware’ accounts has a maturity attribute 

attached to it. A maturity attribute is a date when a deposit (=credit entry) is charged with progressive negative 

interest. The maturity of a credit entry is determined at the time of the transaction by the status of its double en-

try debit counterpart account and thereafter it does not change. When it comes to determining the maturity of a 
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deposit (credit entry) by the status of its double entry counterpart account, there are the following three possibili-

ties:  

• When the target account in question is a financial account (be it business or household) and the double 

entry counterpart account of the financial transaction is a business ‘real’ account, the maturity of the cor-

responding credit on the financial account equals the date when the mandatory clearing of the business 

‘real’ account should have taken place.  

• When the target account in question is a household ‘real’ account and the double entry counterpart ac-

count is a business ‘real’ account (this implies a real transaction), the maturity of each credit deposited to 

the household ‘real’ account is assigned a maturity equal to the grace period determined by the KMS. 

• In general, for all other situations, the maturity of a (target) deposit is copied from the maturity of the 

sourcing deposit from the double entry counterpart account. Since ‘maturity aware’ accounts - with the 

exception of household ‘real’ accounts - are kept always positive, there must always be one or more 

(sourcing) deposits (=credit entries) which create the corresponding positive balance on the double entry 

counterpart account. Colloquially speaking, the transaction that created the target deposit credit entries 

consumed the available sourcing deposits and copied their maturities.  

3.2. The information content behind the inverse maturity of deposits 

The maturity attribute of household deposits introduced in (Kavčič, 2016) described as ageing is basically an im-

plementation of the script money proposed by (Gesell, 1919) adjusted to the mutual credit type of currency and 

taking advantage of modern information and communication technology. Traditional ledgers do not consider ma-

turity. Each deposit on an account only has its entry (validity) date, which makes it possible to calculate the bal-

ance of an account as a function of time. When payments from an account are made in the traditional ledger, only 

the balance after the withdrawal is checked, to ascertain whether or not it exceeds the limit; if the limit has not 

been exceeded, then the new entry is recorded. Some important implications have to be dealt with when the ma-

turity attribute is attached to deposits. Firstly, when payments are made, the software must use a rule that guides 

it in deciding which deposit to use for the payment. The transaction should preferably consume those deposits 

with the shortest maturity first. Secondly, it is clear that when several deposits with a different maturity need to 

be used in one financial transaction, this one financial transaction will be composed from several entries and will 

also result in several new deposits with the respective maturities on the account of the recipient. Thirdly, when 

deposits are consumed by a transaction, they are marked as closed, much like entries in accounts payable or ac-

counts receivable. In general, the KMS prohibits transactions stemming from a negative financial account, howev-

er, this rule does not apply to all maturity aware accounts. Household real accounts have overdrafts assigned to 

them. It is not practical to prohibit account holders from drawing down on their overdraft facility, for instance to 

credit a spouse or children with monthly allowances. Since household to household transactions carry with them 

the maturity of the originating deposit, a question arises over what the maturity should be of the deposit stem-

ming from an overdraft. A negative account has no deposits marked as open or has no deposits (=credit entries) at 

all, hence a maturity cannot be determined. By convention, the KMS assigns the full grace period to deposits 

stemming from household real accounts with a negative balance (i.e. those exploiting an overdraft), as if they 

would stem from a positive household real account with newly recorded credits. 

3.3. The implications of the inverse maturity of deposits on monetary stability 

There is an important correlation between the KMS and the present day (fractional reserve) banking (FRB) in 

terms of maturity. The ageing of deposits, i.e. the inverse maturity feature of KMS deposits on maturity aware 

accounts and mandatory clearing of the real business accounts, can be compared to the maturity of loans granted 

in FRB, as these features of either system cause currency to be repeatedly destroyed. The general perception that 

money circulation in the economy can be compared to blood flow is somehow misleading, as blood is one fluid 

that is driven circularly through the human body. This blood flow perception might have been correct at the times 

of the gold standard. With modern fiat money, however, this is no longer so accurate. By its very nature, the great 

majority of fiat money in circulation stems from loans created by commercial banks. Every loan has a maturity. 

When a loan is repaid, the money is destroyed and thus disappears from circulation. Fortunately for the economy, 
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commercial banks are happy to create new loans, thus effectively supplementing the missing quantity. From an 

accounting perspective, in the FRB system, loans, i.e. debits, have a maturity whereas deposits, i.e. credits 

(=money), do not. Once money enters into circulation, there is no force which can coerce it to come back to meet 

its creator, i.e. to the loan that generated it. A miser might have got their hands on it and will not release it for 

good. People in possession of money are not necessarily those who need to pay for the costs of production materi-

als and salaries or to buy food and other goods needed for living. Here again commercial banks are happy to lend 

them or grant them overdrafts. In doing so, they may again act as creators of money and whisk it out of thin air, or 

they can act as intermediaries and lend out the money the banks have borrowed, in the first place, from deposi-

tors in exchange for interest. On KMS maturity aware accounts the maturity remains with the credits. For KMS 

real business accounts it can be said that the maturity even pertains to both sides of the account, i.e. to debits and 

credits, as the account is mandated to clear at the end of its business turnover period from either side of the bal-

ance. In the FRB all maturities remain with the debits (loans). There may be substantial sums of currency in the 

FRB system which are not mandated to participate in regular real circulation, yet they can enter it at the whim of 

its owners, which is a serious cause of instability. If, hypothetically, the FRB central bank were to demand that all 

loans must be repaid within six months, a large proportion of loans would default and the same amount of money 

would probably still linger on some accounts as demand deposits. Many consider overly extensive financial circu-

lation to be an impediment to the economy, however, this supposition reveals that it can be the other way around. 

In FRB the financial circulation may be a solution because it means that vagabond credits do not enter the real 

circulation and cause inflation. 

4. PROVIDING LIQUIDITY FOR WORKING CAPITAL 

(Kavčič, 2016) describes how the KMS can determine the size of the overdraft limit of an account holder based on 

its account balances in the previous turnover period. Such raw data should serve the purpose of revealing the 

turnover period of the account holder in addition to the overdraft limit required to cover all the working capital 

needs. From the perspective of working capital needs, the description in (Kavčič, 2016) lacks some important 

details, in particular how to deal with opening balances and how to treat past financial transactions, such as in-

stalments when calculating overdraft limits by the KMS. When calculating the working capital needs of an account 

holder (this also includes households as they must sustain themselves until payday). 

The KMS should take into consideration opening balances, i.e. the money available to the account holder at the 

beginning of the period. For example, if the beginning of a period is around the middle of summer, when the wheat 

has already been harvested and grain put into silos by a farmer but not yet sold, then the farmer’s opening balance 

would be, for instance, –200,000 komoko (if 200,000 komoko is the farmer’s average revenue). The opening bal-

ance of the grain wholesaler who buys the crops would be +200,000 komoko. Therefore, in this scenario, the 

overdraft limit for the farmer would be 200,000 komoko and the overdraft limit for the wholesaler would be 0 

komoko. The grain wholesaler in this scenario already has enough working capital and does not need an over-

draft. Its account will remain positive throughout its business turnover period since it will receive revenues in 

excess of expenses when grain is sold to mills. If, however, the opening balance of both economic agents in this 

scenario was 0, then the KMS would grant an overdraft of 200,000 komoko to the grain wholesaler and 0 komoko 

to the farmer. When speaking about working capital it should be noted that currency such as komoko is consid-

ered working capital only from a microeconomic perspective. A proper macroeconomic perspective should not 

treat fiat currency as capital. Therefore, the real working capital in this scenario are the grain in silos and the 

farmer’s trust in komoko. No economy can start from scratch without stocks (inventory) or trust.  

When calculating overdraft limits for account holders, the KMS applies the following rules: 
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Figure 2: Account balance curve for a period and the relevant variables. 

(1)    

𝑣 =
𝑡𝑜

𝑚𝑚𝑎𝑥 − 𝑚𝑚𝑖𝑛

 

where: 

𝑣   velocity of money 

𝑡𝑜  period turnover, calculated as a sum of all deposits within a period (to = deposits I.+deposit II.) 

𝑚𝑚𝑎𝑥  the maximum net balance of the real account within a period 

𝑚𝑚𝑖𝑛  the minimum net balance of the real account within a period 

 

The net balance of the real account is the balance of the account stripped of all financial transactions and purchas-

es of fixed assets. Period turnover means period revenue for businesses and period income for households. The 

KMS considers all four variables from the above equation as slowly changing and characteristic of each account. 

When calculating an account’s overdraft limit for the coming period, the KMS carries over the value of the money 

velocity and the value of the maximum net balance from the previous period. The value of the turnover in the 

current period is forecasted, however, it is supposed to only change by a small amount in comparison to the pre-

vious period. This change depends on the growth (de-growth) rate determined by the KMS. The KMS calculates an 

account’s overdraft limit for the coming period thus: 

(2)   

 𝑚𝑚𝑖𝑛(1) = −
𝑡𝑜(1)

𝑣(0)
+ 𝑚𝑚𝑎𝑥(0) − 𝑐𝑑𝑒(0) 

where: 

𝑚𝑚𝑖𝑛(1) if the value is negative then |𝑚𝑚𝑖𝑛(1)| means the absolute value of the overdraft limit for the 

coming period; if the calculated value is positive then the account does not need an overdraft  

𝑡𝑜(1)  forecasted turnover of an account in the coming period 

𝑣(0)  money velocity of an account in the previous period 

𝑚𝑚𝑎𝑥(0) the maximum net balance of a ‘real’ account for the previous period 
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𝑐𝑑𝑒(0) depreciation cost of an account for the previous period (a detailed explanation follows in the next sec-

tion) 

The equation (2) can be aggregated across all account holders for the entire community.  

(3)  

∑  𝑚𝑚𝑖𝑛(𝑖)(1) = ∑ −
𝑡𝑜(𝑖)(1)

𝑣(𝑖)(0)
+ ∑ 𝑚max(𝑖)(0) +  ∑ −𝑐𝑑𝑒(𝑖)(0) 

The liquidity of a community KMS-based economy is then achieved when the following rule is satisfied: 

(4) 

∑  𝑚𝑚𝑖𝑛(𝑖)(1) ≤ ∑ −
𝑡𝑜(𝑖)(1)

𝑣(𝑖)(0)
+ ∑ 𝑚max(𝑖)(0) +  ∑ −𝑐𝑑𝑒(𝑖)(0) 

5. PROVIDING LIQUIDITY FOR FIXED CAPITAL 

Under the assumption of a closed loop economy, by providing the requisite working capital for each and every 

economic agent, the KMS can also finance the fixed capital needs of businesses. This is due to the fact that the pro-

ducers of fixed assets, such as the producers of machine tools, are granted the requisite overdrafts in the same 

way as any other economic agent. However, this type of financing does not necessarily cater for each and every 

fixed capital need in the economy.  In comparison to financing working capital needs, there are three additional 

issues which need to be resolved when it comes to financing the fixed capital needs. The first issue relates to how 

the fixed asset is being built, i.e. is it produced for the market or is it custom-made, the second issue relates to how 

the overdraft limits are calculated for each economic agent, while the third issue is the potentially long turnover 

periods related to the production of fixed assets which requires a different KMS treatment for the related busi-

nesses. 

5.1. Fixed assets produced for the market and depreciation 

When fixed assets are produced for the market then their production can be financed by the KMS overdraft facili-

ty, as the regular production is exactly what qualifies an economic agent for an overdraft limit sufficient to cover 

its working capital needs. This rule alone, however, may not provide enough liquidity for the system as a whole. 

The rules of the KMS provide overdraft limits based on past data for all accounts as discussed in the previous sec-

tion. When the KMS calculates overdraft limits for businesses based on past data, it considers the purchases of 

materials or other expenses that are treated as direct and indirect costs entering into the balance sheet. The KMS, 

however, excludes past fixed asset purchases from this calculation. Fixed assets usually have a much longer turn-

over period if the turnover period of a fixed asset is deemed equal to its depreciation time and consequently to the 

maturity of the loan which financed the purchase. Financing purchases (not production) of fixed assets thus bears 

much higher risks than financing working capital. However, the KMS provides the requisite liquidity for the entire 

economy without it being bound to bear the higher risks of directly financing purchases of fixed assets. In the 

KMS, as in any other mutual credit type CC or even in the present day (fractional reserve) banking (FRB) (in as 

much as it is loan based), to create a unit of currency circular flow between two accounts in one circle i.e. with just 

two reciprocating exchanges, a unit of overdraft is only needed in one of the accounts - the red ink one. The other 

account is black ink and does not need an overdraft to perform a back payment. If, hypothetically, the entire pro-

duction of fixed assets was to by some chance be red ink, then by granting it the requisite overdrafts, the KMS 

would provide the necessary liquidity for the entire economy, since by being of the red ink type, the producers of 

fixed assets would discharge into circulation the entire amount of money necessary to purchase their output prior 

to when the corresponding sale should have taken place. By being paid in advance, the rest of the businesses could 

thus perform purchases of fixed assets using their own earned credits. The behaviour of the balance curve of each 

business depends on the opening balances and the contractual relationships between businesses. Hence it would 

be very difficult, if not impossible, for the KMS to select just fixed asset producers and designate them as red ink. 

However, when the depreciation cost is included (by imputation) into the overdraft limit calculation, overdraft 

limits are then calculated for each business resembling the working capital needs of the previous period, thus 

assuring the successful repetition of the turnover. An explanation follows: providing overdrafts in requisite 
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amounts to each economic agent in the KMS is akin to providing loans in the FRB economy. Overdrafts in the KMS 

need to be cleared periodically, much like loans need to be repaid in the FRB. This implies earning through eco-

nomic activity or entitlements to be able to repay which is what ‘normal’ businesses do. The end price of goods or 

services should cover the costs of inputs plus some profit. In essence, these costs and profits are mirrored by the 

discharges of currency into the real circulation throughout the turnover period when businesses pay their suppli-

ers, wages or dividends. In addition to input materials, labour and rent costs, the cost of inputs should include the 

depreciation of fixed assets. The depreciation cost is, however, usually not mirrored by a discharge into the real 

circulation of a proportional sum in a manner similar to the rest of the costs. A possible frequent occurrence could 

be that a business would approach the end of its business turnover period with a positive sum on its account even 

after paying for all the periodic supplies, labour and dividends because the depreciation is unrelated to the peri-

odic supplies. Sometimes businesses finance their purchases of fixed assets using their savings whilst at other 

times they use loans for which they pay periodic instalments. Let’s consider the second option and let’s assume 

that the value of the periodic instalment of business A equals that of its periodic depreciation cost. In the overdraft 

limit calculation, the KMS disregards all past financial transactions including instalments. This alone would mean 

that the calculated overdraft limit of business A would be less than its working capital requirement for the value 

of the instalment. By adding the depreciation cost to the calculated overdraft limit as shown in the formulas pre-

sented in the previous section, the KMS ensures that the working capital requirements of businesses are met. This 

imputed depreciation cost in the overdraft limit calculation only has an effect on red ink accounts. When, during 

the business turnover period, the instalments stemming from the loans granted for the fixed assets purchases of 

the red ink accounts are due before the earnings, then this added depreciation-related liquidity can be used to 

finance the payments of these instalments. The other option is that this added liquidity is transformed into sav-

ings of the red ink businesses even before the earnings take place. The red ink businesses are supposed to cover 

all the costs including depreciation plus make some profit by the end of their business turnover period, in the 

same manner as black ink businesses. All red ink and black ink businesses are bound to clear their accounts at the 

end of their respective business turnover periods. To avoid being levied for not clearing their accounts in KMS, a 

business that is not bound to pay instalments should discharge the value of the depreciation cost into financial 

circulation by lending or buying securities or similar assets. This is an act of saving which, after some time, would 

enable the business to purchase fixed assets using its own savings. In the KMS, commercial banks and credit un-

ions are supposed to collect savings and transform them into loans through which businesses could purchase 

fixed assets that are produced within one mandatory clearing period. 

5.2. Providing liquidity to businesses with long turnover periods 

Those businesses which have longer characteristic business turnover periods than the mandatory clearing period 

such as construction businesses, could clear their accounts less frequently accordingly as the KMS has been de-

signed to cover all working capital needs. However, in such cases another consideration comes into play. After 

being produced (using a KMS overdraft) goods (fixed assets) must be sold /purchased. It is assumed that within a 

time span equal to one mandatory clearing period, the aggregate depreciation would be enough to purchase the 

aggregate production of fixed assets. Within a large national economy this may hold true, however in a small 

community economy it is highly likely that this assumption would be wrong. Let’s take, for instance, a community 

which has only one construction business that has one current project that will take a year to complete, and the 

rest of the businesses which all have business turnover periods equal to the mandatory clearing period, which is 

three months. The periods prior to the completion of the construction project would exhibit excess credits due to 

the discharge of credits from the construction project and no corresponding intake as the intake (=sale) of the 

construction project is only due to take place upon its completion. These excess credits would be destroyed by the 

progressive demurrage of the KMS prior to the completion of the construction project as the rest of the businesses 

have much shorter business turnover periods.  When finally, the construction project is completed there would 

not be enough available credits for the sale/purchase to take place. If the aggregate production of fixed assets 

varies from period to period then the value of an arbitrary aggregate period depreciation may not match it. Due to 

the KMS clearing requirements, businesses cannot carry over the value of the depreciation from one period to the 

next and the same also applies to the whole business sector. If the aggregate production of fixed assets within a 

period is greater than the corresponding aggregate depreciation (ignoring retained earnings), then businesses 

cannot purchase the former in whole. This paper introduces the following solution to the problem of the varying 

fixed assets production. In the KMS, the deemed inverse maturity of credits equals the longer of the end of the 
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mandatory clearing period on the one side and the end of the characteristic business turnover period on the other. 

This means the latter in the case of the varying fixed assets production. When a producer of fixed assets discharg-

es credits into circulation (using an overdraft), the KMS tracks the new maturity of these credits discharged from 

such a business. If the credits are part of a financial transaction, then they retain the original maturity once depos-

ited into the financial account of the recipient. However, when the credits are part of a real transaction, then they 

acquire a new maturity once deposited into the real account of the recipient. In cases where a new maturity is 

shorter than the original one, KMS issues a corresponding time deposit bid. The value and the maturity of this 

time deposit equals the value and the maturity of the original credits. The interest rate is determined by the mar-

ket. The interested parties can purchase this time deposit from the KMS and thus preserve the value of their de-

preciation past the mandatory clearing date. At the same time the KMS makes sure there will be enough credits 

when the fixed assets are ready for sale. 

The KMS is a complementary currency in the sense that it is designed to primarily support the production and 

delivery of new goods and services. This new version of the KMS provides some support for trading with old capi-

tal goods to businesses. By performing financial transactions businesses can freely trade old capital goods includ-

ing stock. Yet this does not mean that the KMS supplied liquidity can even come close to the whole demands of 

trade dictated by contemporary financialisation and monetisation.  It does not and is not meant to do so. 

5.3. Custom-built investment projects 

In the KMS-based economy, the new custom-built investment projects are not covered in the calculation of the 

approved overdraft limits and thus the quantity of money available does not suffice to enable the whole KMS 

economy to be run. The KMS cannot supply the missing liquidity by granting overdrafts directly to the custom-

built type of investments on the same terms as it does to regular businesses, as the KMS cannot take responsibility 

for their success or failure. Compared with regular market-oriented production, investment projects are much 

riskier. The success of the market production funded by KMS overdrafts is proven by repetition, whereas custom-

built investment projects are one-of-a-kind by definition and full of unknowns.  

One possible solution to this issue would be to adopt the investment banking approach whereby an investor 

agrees with an investment bank that underwrites the investment project. The KMS then creates a new account 

and grants it an adequate overdraft. The document that secures the KMS overdraft facility (a pledged collateral or 

similar) and the forecast are mandatory parts of the KMS investment project. When a project starts, the KMS mon-

itors that project's funds and expenses follow as per the forecast. Should it be necessary to deter potential specu-

lation, KMS can introduce monthly overdraft limits in addition to the overdraft limit valid for the project as a 

whole. The funds for an investment project are raised in the capital market by the investment bank selling the 

investor's bonds or shares or the funds are paid directly into the account by the investor. If the project fails, the 

KMS is refunded by the investment bank or sells the property pledged and recovers the value of any money lost. 

Investment projects share two features with the businesses producing fixed assets serially for the market. First, it 

is mandatory for the investment project to be of the red-ink type for the duration. If the investment project was of 

the black-ink type, then it would consume the liquidity of regular production, thus effectively diminishing it. The 

investment project must consume the overdraft prior to receiving funding (for instance, collecting savings) in 

order to discharge enough money into circulation. Secondly, the KMS monitors the maturity of credits issued by 

investment projects and adequately issues bids for demand deposits to cater for any mismatch of the supply and 

demand of credits due to mandatory clearing of accounts. 

Since investment projects produce new capital goods, buying or selling the shares or the bonds of an investment 

project is deemed a real transaction by the KMS.  

6. EXCHANGE WITH OTHER CURRENCIES 

For the purpose of facilitating trade with the rest of the economy (world), the KMS maintains a komoko ‘rest of the 

world’ account (hereinafter referred to as the ROW account). For a business in the KMS, exporting goods or ser-

vices means selling them to the rest of the world, represented in the KMS by the ROW account. The business is 

being paid for its exports by the ROW account as long as there is a sufficient overdraft. When the overdraft has 

been used up, it becomes necessary to wait for some imports. Importing goods or services in the KMS means buy-
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ing them from the ROW account and duly transferring to it an adequate amount. When the KMS is interfaced to 

the present day fractional reserve banking (FRB)-based economy and thus the rest of the world (ROW) stands for 

the economy using legal tender such as euro or dollar, then a KMS ROW account can only exist in sync with a ‘mir-

ror’ account at an FRB bank. The deposits and withdrawals from the KMS ROW account are supposed to spawn 

corresponding withdrawals and deposits to/from the FRB mirror bank account and vice versa. The exchange rate 

between komoko and the FRB currency is determined by the KMS and is managed accordingly in order to keep the 

exchange in balance with the rest of the world. 

The rules governing outgoing transactions from the ROW account are similar to those pertaining to outgoing 

transactions from household ‘real’ accounts when exploiting an overdraft. An outgoing transaction debits the ac-

count in question and credits another account, i.e. it takes credits out of an account. An incoming transaction cred-

its the account in question and debits another account, i.e. it brings credits into the account. A negative account 

has no deposits marked as open or has no deposits (=credit entries) at all, hence the maturity cannot be deter-

mined. By convention the KMS assigns the deposits stemming from the KMS ROW account (necessarily always 

exploiting the overdraft) a minimal operative maturity. Let’s say that this maturity was to last between one and 

three weeks. To prevent opportunistic speculative financial transactions, KMS would require this same minimal 

operative maturity from all KMS ROW account incoming financial transactions.  

Due to the ageing of the komoko currency, the saving motives of individuals would drive them to use any oppor-

tunity to exchange komoko for something more durable and yet easy to exchange into a liquid asset in case of a 

sudden need. The option most wanted would probably be legal tender such as dollars or euros. Strong demand of 

that kind would empty the FRB mirror account. This could impede businesses wanting to import raw materials 

and components or use services with komoko as the FRB mirror account would be empty. Known methods of 

balancing foreign exchange, such as adapting the exchange rate or increasing the difference between the buying 

and selling exchange rates, are on hand for KMS. Due to the separation of exchange circles in the KMS, there is one 

additional and rather unorthodox option possible. KMS can use different exchange rates for the ‘real’ and ‘finan-

cial’ transactions. Thus, it can supress overly high buying of non-komoko currencies or other securities without 

any impediment to the real foreign circulation. 

  



INTERNATIONAL JOURNAL OF COMMUNITY CURRENCY RESEARCH VOLUME 24 (WINTER 2020) 61-73 KAVCIC 

 

73 

BIBLIOGRAPHY  

Blanc, J. (2011). Classifying ‘CCs’: Community, Complementary and Local Currencies. International Journal of 

Community Currency Research, 15(Special Issue), 4-10. 

Filho, F. G., Rigo, S. A., & Silva, J. J. (2013). Microcredit Policies in Brazil: An Analysis of Community Development 

Banks. In I. Hillenkamp, F. Lapeyre, & A. Lemaître, Securing Livelihoods: Informal Economy Practices and Institu-

tions. Oxford University Press 2013. 

Gesell, S. (1919). The Natural Economic Order (Revised edition 1958 ed.). London: Peter Owen Limited. 

Greco Jr., T. H. (2013). Taking moneyless exchange to scale: measuring and maintaining the health of a credit 

clearing system. International Journal of Community Currency Research, 19-25. 

Horvitz, P. M. (1974). Monetary Policy and the Financial System. Prentice-Hall. 

Kavčič, S. (2016). The “Commodity – Money – Commodity” Mutual Credit Complementary Currency System: Marx-

ian money to promote community trade and market economy. International Journal of Community Currency Re-

search, 20, 41-53. 

Keen, S. (2011). Debunking Economics – Revised, Expanded and Integrated Edition: The Naked Emperor De-

throned? London and New York: Zed Books Ltd. 

Littera, G., Sartori, L., Dini, P., & Antoniadis, P. (2017). FROM AN IDEA TO A SCALABLE WORKING MODEL: MERG-

ING ECONOMIC BENEFITS WITH SOCIAL VALUES IN SARDEX. International Journal of Community Currency Re-

search. 

Motta, W., Dini, P., & Sartori, L. (2017). Self-Funded Social Impact Investment: An Interdisciplinary Analysis of the 

Sardex Mutual Credit System. JOURNAL OF SOCIAL ENTREPRENEURSHIP. 

Riegel, E. C. (1978). Flight from Inflation: The Monetary Alternative. Los Angeles, CA: The Heather Foundation. 

Schroeder, R. F. (2018). COMPLEMENTARY CURRENCIES AND THE FINANCING OF INVESTMENTS IN LONG-

TERM ASSETS. International Journal of Community Currency Research, 22 (WINTER), 4-15. 

Schumacher, E. F. (1943). Multilateral clearing. Economica. 

Stodder, J., & Lietaer,, B. (2016). The Macro-Stability of Swiss WIR-Bank Credits: Balance, Velocity, and Leverage. 

Comparative Economic Studies. 



To cite this article Rigo, A. S. (2020) ‘Challenges of social currency use: A Survey on Community Development Banks in Brazil’ 
International Journal of Community Currency Research Volume 24 (Winter 2020) 74-85; www.ijccr.net; ISSN 1325-9547; DOI 
http://dx.doi.org/10.15133/j.ijccr.2020.006  

 

International Journal of 

Community Currency Research 
VOLUME 24 (WINTER 2020) 74-85 

 

 

 

CHALLENGES OF SOCIAL CURRENCY USE: A SURVEY 
ON COMMUNITY DEVELOPMENT BANKS IN BRAZIL 
 

Ariádne Scalfoni Rigo 

 

Federal University of Bahia, Brazil. E-mail: ariadnescalfoni@gmail.com 

 

ABSTRACT 

This paper presents the case of the social currencies created and managed by Community Develop-

ment Banks (CDBs) in Brazil. During the management processes of social currencies, many chal-

lenges are faced by CDBs. This study addresses the main challenges and difficulties of the social cur-

rencies of CDBs. This research shows the results of a survey carried out on 47 of the 78 social cur-

rency cases that existed in Brazil in 2013. These cases include 18 communities where social curren-

cies presented circulation difficulties. Difficulties in obtaining a monetary reserve and being accepted 

by local businesses were also major challenges. The results encourage further research on other so-

cial currency cases and offer information that support the continuity of public policies for solidarity 

finance in Brazil. 
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1. INTRODUCTION 

Community Development Banks (CDBs) are financial institutions that focus on promoting economic development 

through loan granting and other services within a particular area or community, mainly of low-income or otherwise 

disadvantaged. CDBs are part of the microfinance field where several institutions–public, private and non-profit 

organizations–offer financial products (mainly microcredit) to low-income populations. While microfinance is con-

sidered as one of the most important alternatives for poverty alleviation in both developing and developed coun-

tries, studies have shown that microfinance institutions and government microcredit programs have generally 

failed in this aspect (Brau & Wolle, 2004). In Brazil, CDB are solidarity finance experiences characterized by four 

basic aspects, namely, a) community-based management of activities; b) microcredit lines for production and local 

consumption with fair interest rates to generate increased income and employment opportunities in the commu-

nity; c) loan granting and collection based on neighborhood relationships and solidarity; and d) creation and man-

agement of alternative instruments to encourage local consumption - mainly a social or community currency - 

which are recognized and accepted by producers, retailers and consumers. Credit lines and social currency are the 

main devices that assist CDBs in Brazil with coordinating the relation between local actors, and solidarity is funda-

mental. This study focuses on the fourth aspect of CDBs: the use of community or social currencies. 

Community Development Banks are relatively recent in Brazil, but they stand out because they are distributed 

across several Brazilian regions and received considerable institutional and governmental support. Most of this 

government support is specific and short-term, but there are also direct and systematic forms of support, such as 

the financing by the National Solidarity Economy Department (SENAES) of the Ministry of Labor and Employment 

(MTE) to establish the Brazilian network of community banks. In addition, in some specific cases, legislation has 

been enacted to regulate the relationship between the local public authority and the community bank. Currently, 

the Brazilian CDB network is composed of 115 organizations Each one creates a social currency as part of the CDB 

methodology. Thus, the investment of the Brazilian Federal Government and local powers in the diffusion of CDBs 

is, consequently, an investment in the creation of new social currencies. 

 The origin of CDBs in Brazil is attached at the history of the Conjunto Palmeiras and Banco de Palmas association. 

This history has previously been told by several researchers (Silva Júnior, 2004; Freire, 2009 and 2011; Soares, 

2006 and 2009; Borges, 2011; Lietaer and Kennedy, 2010; Meyer, 2012; Rigo, 2014; Rigo and França Filho, 2017). 

The book “Viva Favela: quand les démunis prennent leur destin en main” (Favela Life: when the poor take their 

destiny into their own hands), written by Élodie Bécu and Carlos de Freitas with testimony of Joaquim de Melo Neto, 

published in France in 2009, details the day-to-day leadership in the struggle for better living conditions in the 

community. However, the research on CDBs and social currencies in Brazil has focused on case studies. The present 

study presents the first survey carried out in the Brazilian CDB network.  It is a diagnostic survey, because the data 

collection instrument used was constructed with two main focuses: raise basic information on CDBs and their social 

currencies and diagnose the challenges they face in their local development processes. This study emphasizes in-

formation pertaining to social currencies. In Brazil, the field of solidarity economy, specifically solidarity finance, 

obtained the most important public support between 2010 and 2014. Traditional and innovative initiatives were 

supported by NGOs and other civil society organizations to promote economic, cultural, political, environmental 

and social development in poor communities. 

The social currencies of CDBs are an important part of a broader activity of these institutions that aim to provide 

banking and financial services, including access to credit, and a range of community activities linked to a main ob-

jective: local development. In this sense, CDBs are a social technology closely associated with management strate-

gies of the local development process, and the main actors are in the community. 

During our research, we noticed that the operating mode of social currencies can be explained in four stages: a) 

creation of the currency and its identifying elements; b) awareness-raising activities; c) issuing and introduction 

into the community; c) circulation management and control; d) monitoring and assessment of its use. 

The creation of a social currency involves decisions regarding its name, values, and design; the bills usually feature 

elements of local identity. For example, the “Sururus”, which circulates in the Quilombola community in the Vale do 

Iguape in the state of Bahia, is named after a type of seafood abundant in the region. “Cocais”, which circulates in 

the community of São João do Arraial in the state of Piauí, represents the Babassu palm tree, which is abundant in 
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the region and used in several products, including cosmetics and oils. Both cases have economic and social im-

portance in their respective territories. 

The process of implementing social currencies in communities requires capacity and creativity of the CDBs to raise 

awareness about their use. These activities are constantly reinvented by the CDB managers to the extent that they 

perceive the need to build the money circulation. In general, the activities revolve around convincing local residents 

and businesses to use and accept the social currency as a means of payment. To this end, several activities are car-

ried out, such as meetings with local associations and leaders, lectures, plays, publicity materials (posters, banners, 

leaflets, etc.), and even a photonovel with characters interpreted by community residents, as it occurred with the 

Palmas social currency in the first months after it was issued. 

The issuing and introduction of a social currency into the community also require creativity and commitment of 

credit agents, and its use has to be guaranteed by national currency (ballast or coverage). Thus, the reserve of na-

tional currency must be obtained even before the social currency is created. Each amount of social currency circu-

lating in the community has its national currency equivalent in a bank account. There are many ways to launch a 

social currency into the community and boost its circulation. First, the residents can borrow social currency for 

consuming within the community by using it in the local network of enterprises. In this type of credit, the resident 

has quick access to social currency because of the urgency of the request. Second, the direct exchange of legal tender 

(Brazilian Real–BRL) for social currency in the CDB tellers. However, research has shown that its effectiveness re-

quires businesses to offer some advantage for purchases in social currency, such as discounts and promotions (Rigo, 

2014). Third, the CDB or local partner organizations can pay their associates and employees using social currency. 

It has been a way of issuing a considerable amount of social currency on a monthly basis and placing into circulation, 

thus boosting the local economy.  

The processes for managing and controlling the circulation of social currency are supported using simple spread-

sheets to record the amount issued. Although each CDB, through its credit agents, has specific features to manage 

its social currency, in general, they follow the methodological guidelines learned during the training stages under-

taken by civil society organizations that supported its implementation process. These civil society organizations are 

called Support and Development Entities (SDEs). 

The operation of the alternative currency circuit in the CDB methodology could be summarized as follows: partici-

pants receive loans and part of their salary, or directly exchange BRL for social currency at the CDB. Once they have 

the social currency, they can use it in the community businesses that have joined the social currency system (and 

are usually registered by the CDB). Once businesses receive the currency, they use them to give back change or buy 

goods within the community. Hence, a network of producers, businesses, service providers, and consumers is es-

tablished, using the social currency as well as the legal tender on a daily basis. 

It is also important to emphasize the relevant role played by social currencies as a social technology because of their 

potential to reorganize local economies. Such reorganization consists in keeping the money in the community (con-

sidering that the social currency and the legal tender have the same value). Thus, consumers and producers are 

financed through the use of the social currency, generating a cycle that revitalizes the local economy. Consumers 

who, for various reasons, have previously bought goods and services outside the community, are encouraged by a 

close relationship to consume locally. The idea is that this process can boost the creation of new jobs, as well as the 

emergence of new local enterprises, notably family businesses and Solidarity Economy Enterprises (SEE). As pre-

viously mentioned, the CDB methodology is broader, and also includes microcredit lines for production that aim to 

generate increased income and employment opportunities in the community 

Monitoring and evaluating the use of social currencies, although seen as important, have not yet become a CDB 

common practice at the CDBs. An exception is Banco de Palmas, the first CDB in Brazil, which monitors consumption 

in the community every two years, and has obtained important information to assist with decision making in gen-

eral as well as with the currency. However, the other CDBs still have not performed a structured and recorded 

evaluation of their experience with the use of social currency. 

By presenting the general challenges in social currency use, we hope to contribute to practices of these CDBs in 

relation to their social currencies. We also hope that this paper can provide a better idea to researchers and practi-

tioners in the field of community currency about social currency use in Brazil and its challenges. 
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This study presents the results of a survey on approximately 47 social currencies of Brazilian CDBs. The findings 

are presented descriptively in an attempt to provide a concrete look at the data. This study addressing the Brazilian 

CDB network was the first general survey of the Brazilian CDBs, and is part of a broader research that can be found 

in Rigo (2014) and Rigo and França Filho (2017). The data collection instrument used was constructed with two 

main focuses: raise detailed information on CDBs and their management of social currencies and identify their chal-

lenges. Our intent was to gather information to guide the actions of SDEs and practices of CDBs. Thus, the main 

objective of this research was to raise and analyze information through a survey seeking to identify challenges for 

improving CDB practices and, consequently, their action results in the communities. This study emphasizes infor-

mation pertaining to social currencies.  

To this end, we address the general challenges of social currencies in their communities according to the opinion of 

CDB managers. After that, we present some aspects of the communities and the construction of the social currency 

circuits that could influence their difficulties. In this sense, we discuss the role of awareness-raising activities for 

the use of currency in the communities and the difficulties in creating monetary reserve for promoting social cur-

rency circulation. We remark that these–maintenance of awareness-raising activities and difficulties in creating 

monetary reserve–are the main challenges that CDBs face in building an alternative monetary circuit to assist them 

with promoting local development according to their intervention methodology. 

1.1.  Methodology 

The data collection instrument was built in May 2012 by a team of four field researchers under the coordination of 

this researcher. It was used to data from 47 CDBs throughout Brazil between August 2012 and January 2013.  

Conducting the survey through on-site visits enabled our research team to gather more data using the prepared 

instrument. The on-site visits enabled us to understand some contextual aspects that could not be understood using 

a questionnaire conducted via e-mail or telephone. In addition, these on-site visits ensured more quality to the 

quantitative data collected and enabled collection of relevant qualitative information from each CDB and their com-

munities. Observation of the participants and open conversations complemented the quantitative information re-

trieved by the questionnaire and resulted in notes about the participants’ attitudes, actions and remarks, as well as 

about the researchers’ impressions (Vieira and Pereira, 2005) 

Aiming to summarize the qualitative information collected by research team after the on-site visits, a focus group 

that lasted approximately 3 h was also formed. The meeting was audio recorded and important details on the situ-

ation of the investigated social currencies could be systematized. At that time, situations of specific CDBs were dis-

cussed, including regional differences and local aspects that were considered in the interpretations of the objective 

data collected through the questionnaire. 

At the end of collection, a database with the quantitative data was constructed using the Sphinx2000 software. This 

software and the support of a statistician enabled the construction of tables and the cross-referencing of some in-

formation. The qualitative information from focus group was systematized without using the software and catego-

rized according to the common recommendations for content analysis (Bardin, 2008; Dellagnelo and Silva, 2005). 

The data presented refer to the 78 existing Brazilian CDBs in August 2012. At that time, 22 new CDBs were starting 

their activities in different Brazilian states and many others had only recently been inaugurated. These 22 CDBs and 

their social currencies were not considered in our survey. 

We interviewed 47 CDB managers, representing 60.2% of the total in 2012. Currently, there are 115 CDBs in Brazil, 

and the 47 surveyed correspond to 40.8% of them. We consider that this survey is still representative of the Brazil-

ian CDB. The on-site visits included the majority of CDBs in each region: 3 of the 9 CDBs in the North region; 26 of 

44 CDBs in the Northeast region, 4 of the 6 CDBs in the Central-west region, 14 of 18 CDBs in the Southeast region, 

and none in the South region. The only one existing CDB in the South region was located in the municipality of São 

Leopoldo, state of Rio Grande do Sul, and was ending its activities. In these regions, 13 states were analyzed to 

obtain the diversity of locations and experiences. 
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2. SOCIAL CURRENCIES OF BRAZILIAN CDBS: MANAGEMENT AND CHALLENGES IN THEIR COMMUNI-

TIES 

 The ways of controlling and managing the circulation of social currencies by CDBs are relatively simple. Most of 

them use a membership form for local businesses (68.1%), spreadsheets of the social currency amount issued 

(51.1%), and spreadsheets for managing the entries and exits of social currency and legal tender (63.1%). Other 

mechanisms have been created by CDBs to facilitate this activity, such as cashbooks, printed forms, etc. Most CDBs 

make the record at the time of transaction (51.1%), but in some cases such activity is performed at the end of the 

day or the week (12.8 and 6.4%, respectively). According to the survey data, the average time spent to record and 

control currency circulation is 2-4 h per week. However, a significant number of CDBs do not keep such records 

(34.9%). 

Regarding the specifics of social currencies and the management of their circulation by the CDBs, banks have also 

encountered some difficulties, especially in stimulating their use. Difficulties in the formation of the credit fund for 

loans (ballast or coverage) and acceptance by local businesses have been the main challenges. Of the 47 researched 

social currencies, 18 had problems with their circulation. In some cases, notably in the Northeast region, problems 

relative to insufficient credit fund for loans restricted the issue of social currency in the community. Another com-

mon problem was the non-acceptance of social currencies by local businesses, requiring a significant effort for 

awareness by CDB managers. Table 1 identifies the social currencies with circulation difficulties and their respec-

tive CDBs and communities. 

The main challenge regarding the use of social currencies in the communities, indicated by 24 of the 47 CDB man-

agers, refers to its acceptance by local businesses and community residents. This means that CDBs must constantly 

make residents and business owners aware of the importance of using social currency in the communities. Some 

testimonies of qualitative data collection are presented ahead: “there is poor acceptance of the currency by the 

residents and business owners. The businesses report that customers do not want to receive their change in social 

currency, which in turn hinders its acceptance by the businesses”; “Confidence in the currency, on account of non-

distribution, is the greatest challenge”; “Registration of the businesses that receive the currency is a challenge, be-

cause they are reluctant to accept it”; “The problem is that the retailers live outside the territory, and they think: 

‘We will not profit anything from it’”. 

As a result, we observed that formation of a network of businesses and producers that accept the currency is the 

preponderant challenge faced by the CDBs in their training activities of the local monetary circulation. The situa-

tions are different in different communities. In some cases, residents are reluctant to accept change in social cur-

rency when buying something in community. In other cases, they do not feel motivated to make the direct exchange 

in the CDB even to take advantage of the discounts offered. These situations are reported in some of the interviews 

with the CDB managers: 

Many businesses retain the currency because buyers do not accept change in Tucumã (Interview, CDB 

Liberdade, Manaus, AM, Oct 2012). 

There are problems involving business owners regarding currency circulation, because they are not gen-

erally available and willing to talk to people/customers about the currency. They offer the discount (5-

10%), but their involvement in explaining/promoting the social currency is small. In addition, they need to 

encourage buyers to receive change in social currency, but many prefer to exchange it directly at the bank, 

thus creating a very short and convenient circulation for the businesses. On the other hand, there are re-

tailers who have never been to the bank to exchange social currency and are able to spend everything in 

the community, including giving change (Interview, CDB Pirê, Dourados, MS, Oct 2012). 

Some important businesses do not accept the social currency, such as a traditional pharmacy of the munic-

ipality. People still need to learn more about it, get to know it better, and become aware of the use of social 

currency, especially on “exchange” (direct exchange, buying products in local markets) (Interview, CDB 

Dunas, Aracaju, SE, Nov 2012). 

Owners argue that they want to “wait and see if it will work out” (Interview, CDB Casa do Sol, BA, Sept 

2012). 
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Table 1 - Social currencies with circulation difficulties in their communities 

Name of CDB Municipality Area of action  State Currency  

Vale do Acarape Acarape municipality  CE – 

Bandesc Cascavel municipality CE Bento 

Pirambú Fortaleza Pirambú neighborhood  CE Pirambú 

Dendê Sol Fortaleza Edson Queiroz neighborhood   CE Sol 

Padre Quiliano Caridade   Campos Belos neighborhood CE Caribelo 

Buriti Mauriti municipality CE Grão 

Ocards Ocara municipality CE Tupi 

Bancart Irauçuba Missi district CE Tá 

Amizade Irauçuba Cruzeiro neighborhood CE Cactos 

Juazeiro Irauçuba Juá district CE Cactos 

Dunas Acaraú Aranaú district CE Timbaúbas 

Pacatubanco Pacatuba municipality CE Paca 

Ecoluzia Simões Filho Santa Luzia neighborhood BA Trilha 

Puã Vitória 
  Nova Palestina neighborhood and 

surrounding area  
ES Puã (*) 

Esperança Cariacica Cinco neighborhood for RA 8 ES Rosa (*) 

AbraÇo Serra Planalto Serrano region ES AbraÇo (*) 

Terra Vila Velha 
Terra Vermelha region and surround-

ing area 
ES Terra 

Estrutural Distrito Federal satellite city of Estrutural DF Conquista (*) 

(*) Currencies still under process Total 18 

Source: Data from the direct survey (2012). 

The problems of acceptance involving each social currency reveal the importance of more in-depth studies in the 

communities where they occur. It seems that these challenges are related to the work that the CDB has developed 

throughout its operation. Specifically, acceptance of the currency by local businesses may be associated with the 

level of legitimacy and recognition of the CDB in the community, which may demand a long time. In addition, the 

associative dimension that the CDBs propose to build requires people involved and committed to the project of 

social currency circuit. CDB managers, credit agents, and other local leaders play a fundamental role in the effec-

tiveness of the currency circulation. 

The second challenge mentioned by 14 CDB mangers is precisely the lack of monetary reserve, which is the con-

sumer credit fund used by the CDB to offer the line of credit in social currency. The adequate volume of credit fund 

allows the expansion of loans for consumption in social currencies and, as a result, promotes their circulation. The 

problem related to the absence or insufficiency of credit fund is a concern for the CDBs, mainly because there is a 

“potential loss of credibility of the social currency with the delay in obtaining the credit” (interview, Nov 2012). This 

concern arises because “all the work done to raise awareness in the community for the use of the social currency 
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could be lost if borrowers seek the CDB and the bank has no funds to lend them the money. The borrowers do not 

see the currency” (interview, Oct 2012). 

2.1 Aspects of the community and construction of the social currency circuit 

The survey data and the on-site visits show that communities where the CDBs operate generally have enough busi-

nesses to build a social currency circuit network. The challenge then is to stimulate them to trust and accept the 

social currency. Table 2 shows that 19.1% of CDBs had built a relatively small network of social currency circulation, 

with acceptance of up to 10 local businesses. Among the CDBs surveyed, 25.5 and 23.4% constructed a circulation 

with 10 to 30 and 30 to 50 businesses, respectively. There are few cases in which the social currency circulation has 

more than 50 registered businesses (nine CDBs, 19.1%, have 50 to 100 registered local businesses, and two CDBs, 

8.5%, have more than 100 local businesses registered). 

Table 2 - Average number of businesses accepting the social currency in the territory 

Number of businesses accepting the so-

cial currency 
Cases % of cases % valid % accumulated 

Up to 10  9 19.1 19.1 19.1 

Between 11 and 30  12 25.5 25.5 44.7 

Between 31 and 50  11 23.4 23.4 68.1 

Between 51 and 100  9 19.1 19.1 87.2 

Over 100  4 8.5 8.5 95.7 

Information not provided  2 4.3 4.3 100.0 

Total 47 100.0 100.0 – 

Source: Data from the direct survey (2012). 

However, the fact that a business accepts the social currency or has been registered in the circuit does not mean 

that the social currency effectively circulates through it. It also depends on using it. Table 3 cross-references the 

data of the number of residents of the territories with the number of businesses that accept the social currency 

(data from perception of the interviewees). Most of the social currencies circulating among more than 50 registered 

businesses occur in communities with 10 to 60 thousand inhabitants. However, this is does not constitute a corre-

lation, because in some cases the currencies are circulating in much smaller local networks (with up to 30 registered 

businesses, for example) in communities of the same size in terms of local number of businesses. Furthermore, 

there is also a case in an area with over 60 thousand inhabitants where the social currency circulation occurs only 

among ten local businesses. 

 

 

 

 

 

Table 3 - Number of inhabitants of the territory vs. number of businesses that accept social currency 
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Source: Data from the direct survey (2012). 

In order to confirm this no correlation, we tested other data cross-references. For instance, the total number of 

businesses in the community with the number of businesses that accept the social currency. There are cases with 

few local businesses (30 to 80) that have a large number that accept the currency (30 to 50); hence, an acceptance 

network of social currency is formed with the potential to effectively reach the entire community. In addition, there 

are communities with a quite large number of businesses (over 500 businesses) with only ten businesses accepting 

the social currency. 

In the same sense, the survey was able to identify that the average amount of social currency exchanged weekly at 

the CDBs is not directly related to the number of businesses accepting it in the community. The purpose of this 

cross-reference was to obtain information that would provide an idea of the amount of social currency in circula-

tion. The volume of exchange at the CDB, in general, cannot be seen as an indicator of the use of the social currency 

in the community, because it may mean that the currency is concentrated in the hands of few business owners who 

have to exchange it for the legal tender so that they can purchase supplies outside the community. Table 4 shows 

that the average amount of social currency exchanged at the CDBs per week is 150 (always equivalent to the legal 

tender) in most cases (27.7%). In five cases, the exchanges are of values >500 social currencies and, in 15 cases, 

there have been no exchanges. The cases with no exchanges are those where the social currencies are no longer 

circulating in the community or where the CDBs have failed to estimate a weekly exchange value, but they ensured 

us that it is low. 

In terms of an ideal situation of social currency use in CDBs, the lower the value directly exchanged at the CDB, the 

greater the use of the currency between the members (businesses and individuals). This means that businesses do 

not have to exchange social currency for the legal tender because the amount they receive in social currency is all 

spent within the community (with commercial purchases, payment of employees, etc.). However, especially the 

Number of busi-

nesses accepting 

the social currency  

 

Number of inhabitants in the territory Total 

Up to 1000  1,001 to 3,000  
3,001 to 

10,000  

10,001 to 

30,000  

30,001 to 

60,000  
Over 60,000   

Up to 10  
0 0 0 1 0 1 2 

0.0% 0.0% 0.0% 2.1% 0.0% 2.1% 4.3% 

Between 10 and 

30  

2 0 0 7 1 2 12 

4.3% 0.0% 0.0% 14.9% 2.1% 4.3% 25.5% 

Between 30 and 

50  

0 1 1 3 6 0 11 

0.0% 2.1% 2.1% 6.4% 12.8% 0.0% 23.4% 

Between 50 and 

100  

 

0 1 0 4 3 1 9 

0.0% 2.1% 0.0% 8.5% 6.4% 2.1% 19.1% 

Over 100  
0 0 1 0 2 1 4 

0.0% 0.0% 2.1% 0.0% 4.3% 2.1% 8.5% 

Information not 

provided  

 

0 2 1 4 2 0 9 

0.0% 4.3% 2.1% 8.5% 4.3% 0.0% 19.1% 

Total 
2 4 3 19 14 5 47 

4.3% 8.5% 6.4% 40.4% 28.9% 10.6% 100.0% 
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larger businesses often do not find supply sources within the community, and periodically exchange the social cur-

rency received for legal tender at the CDB. After that, these amount returns to circulation through direct exchange, 

loans, part of salaries, and other mechanisms to relaunch it in the circuit. However, this makes the circuit shorter. 

Table 4 - Average amount of social currency exchanged weekly at CDBs 

Average amount of social currency  Cases % cases % valid % accumulated 

Up to 150 13 27.7 27.7 27.7 

150 to 300 6 12.8 12.8 40.4 

300 to 500  3 6.4 6.4 46.8 

500 to 700 3 6.4 6.4 53.2 

Above 700 2 4.3 4.3 57.4 

No exchange 15 31.9 31.9 89.4 

Information not provided  5 10.6 10.6 100.0 

Total 47 100.0 100.0 - 

Source: Data from the direct survey (2012). 

2.2. Awareness-raising activities for the use of social currency in the community 

Acceptance and use of the social currencies by businesses and residents in the territories seem to depend greatly 

on the educational activities and instruments, awareness, and dissemination that the CDBs create and use for this 

purpose. For instance, the interviews with managers of the Buriti, Bandesc, and Vale do Acarape CDBs in the state 

of Ceará indicated no efforts were made in this direction, and thus their social currencies did not circulate effec-

tively. 

In general, during the creation of the CDB and implementation of the social currency, credit agents and other people 

involved in the process invest in presentations (48.9%); education, such as workshops and training (46.8%); com-

munication materials (61.7%); local media, such as sound systems, word of mouth, and community radio (55.3%); 

publicity at events and fairs (48.9%); specific activities with business owners (70.2%); and even in community 

schools (23.4%). However, our research also identified that such efforts made by the CDBs to publicize the social 

currency role in the territory tend to decline or cease over time. Table 5 shows which of these activities were still 

being performed by CDBs and their credit agents at the time the survey was conducted. In 46.8% (22) of the CDBs 

surveyed, none of these activities were being performed. Only 23.4% of the CDBs designed and used communication 

materials and 17% gave presentations, used local media, and publicized at events and fairs. Only 14.9% of the cases 

indicated specific activities with local retailers who were vitality important to the social currency circulation. 

Problems related to promotion of the social currencies in the territories were recognized as one of the main chal-

lenges for their use according to 13 CDB managers, as reported by one of them: “the greatest difficulty is the minimal 

promotion of the currency; marketing materials” (interview, Oct 2012). The problems with educational activities 

are associated with maintaining the same communication mechanisms that were used when the CDB and the social 

currency were first created, which generally require that the CDB credit agents and employees continue these edu-

cational activities. This becomes even more important in the context of territories with intense immigration and 

emigration, as in the case of Conjunto Palmeiras, as Joaquim de Melo Neto, the coordinator of Banco Palmas, pointed 

out in an interview conducted in 2012. 

 

 

Table 5 – Activities and instruments utilized by CDBs to stimulate social currency use in the community 



INTERNATIONAL JOURNAL OF COMMUNITY CURRENCY RESEARCH VOLUME 24 (WINTER 2020) 74-85 RIGO 

83 

Actions and instruments used 

Responses 

% of CDBs Number of 

occurrences 

% of occur-

rences 

None 22 28.9% 46.8% 

Presentations 8 10.5% 17.0% 

Education (workshops, courses, training, etc.) 5 6.6% 10.6% 

Communication material (posters/banners) 11 14.5% 23.4% 

Local media (sound system, word of mouth, community radio) 8 10.5% 17.0% 

Events and fairs 8 10.5% 17.0% 

Specific activity with business owners 7 9.2% 14.9% 

Activity in community schools 2 2.6% 4.3% 

Other activities 5 6.6% 10.6% 

Total 76 100.0% - 

Source: Data from the direct survey (2012). 

As stated earlier, the question of the legitimacy and recognition of the CDBs work by the residents cannot be ne-

glected. The respect and confidence that the community residents have in the CDB initiative can greatly influence 

the way the social currency circulates. In addition, conflicting issues (political partisanship, for example, as per-

ceived in Matarandiba, territory of the Ilhamar CDB) also have the power to negatively influence the social currency 

circulation among residents and businesses. 

Remunerating CDB members and workers with social currency is a way of releasing it into the community in a more 

constant way. However, only four CDBs, all in the Northeast region, have this policy and practice, with employees’ 

payment varying from 10 to 50% of their total remuneration. It is noteworthy that the Ilhamar CDB, which pays 

10% of its employees’ salaries in social currency, and the Cocais CDB, which pays 50% of its workers’ salaries in 

social currency, have practically the whole community accepting their social currencies. 

2.3. Difficulties in creating monetary reserve for promoting social currency circulation 

The data in Table 6 confirm that the CDBs have had difficulties in creating the monetary reserve to make social 

currency available in the communities, either in the form of credit for loans or of salary payment (in the case of 

direct exchange, the reserve is simultaneous and the amount exchanged is usually low). The initial reserve available 

for social currency circulation in the community is BRL 3,196 on average (approximately EUR 822). However, it 

should be noted that some CDBs begin their activities without any assets to transform into social currency (mini-

mum 0.0). Some CDBs have this fund significantly diminished as the demand for the social currency falls. 

The total reserve fund of the group of CDBs is BRL 408,508; however, BRL 200,000, (approximately 50%) belongs 

to Banco Palmas. Furthermore, not all the reserve value circulates in the communities because of the challenges 

faced by the CDBs, as previously mentioned (acceptance, legitimacy, among others). The average amount available, 

already issued and entering and leaving the CDBs, is equivalent to BRL 3,150. However, comparison between the 

median amounts of social currency available (BRL 1,000) and in circulation (BRL 400) indicate that many CDBs 

have a low amount of social currency in circulation.     

Still considering Table 6, the group of CDBs that answered this question (41 out of 47) had a total of BRL 129,158 

circulating as social currencies. However, approximately BRL 40,000 worth in Palmas is circulated in the Conjunto 

Palmeiras community. Thus, the Palmas social currency represented approximately 31% of the amount of social 

currency issued by the CDBs surveyed in 2012. However, despite the fact that the Palmas social currency, created 
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and managed by Banco Palmas since 2002, is considered the most emblematic of all Brazilian social currencies, 

recent studies have shown that its volume and circulation has decreased, leading Banco Palmas to question the 

feasibility of keeping it in the community. The process of Palmas use was detailed by Rigo and França Filho (2017). 

Table 6 - Characterization of the initial, current, and average amounts of social currency (in legal tender) circulating in the communities 

Characterization of the amount 

of social currency  

 

Statistics 

Valid/ 

Omissions 
Total Average Mode Medium SD Minimum Maximum 

Initial amount issued (42/5) 134,232.00 3,196.00 0.00 2,000.00 4,370.70 0.00 19,250.00 

Current amount available (ini-

tial + new) 
(41/6) 408,508.00 9,963.61 0.00 1,000.00 31,891.50 0.00 200,000.00 

Average amount of currency 

in circulation in territory 
(41/6) 129,158.00 3,150.20 0.00 400.00 8,067.97 0.00 40,000.00 

Source: Data from the direct survey (2012). 

A fourth and last challenge concerns certain characteristics of the territories where the CDBs and social currencies 

are established. For example, proximity of the territory to the city center or other commercial areas makes it diffi-

cult for residents to become aware of local consumption, using social currency or not. This raises some questions: 

Why are CDBs implemented in certain areas. Is their methodology appropriate to that location? As previously seen, 

the social currency use is only a part of a CDB methodology. Credit to production in legal tender, social and educa-

tional activities, and other financial services are typically developed by CDBs and not necessarily associated with 

social currency use. 

3. FINAL REMARKS 

One of the relevant challenges imposed on social currency use in CDB practices is closely related to insufficient 

resources. Thus, problems related to monetary reserve also risk credit fund constitution for loans in social currency 

and narrow the issuing of social currency by CDBs in the communities. In our opinion, this challenge denotes that 

financial support, public or private, at the beginning of practices is essential for CDBs to reach their proposal: local 

development. 

However, our results show that the main challenge related to social currency use in a community are the problems 

associated with constructing a network that accepts the social currency, especially among businesses. This task 

depends on awareness-raising activities conducted by CDB managers. As previously seen, CDB activities and instru-

ments that stimulate social currency use in the community are important and contribute to the construction of 

legitimacy both for the bank and the social currency. 

We also showed that some problems with social currency circulation could be related to specific features of the 

community, such as its distance from larger shopping centers. This aspect indicates that future studies relating the 

characteristics of the community with those of the monetary circuit constructed by the CDB should be carried out. 

For example, aspects such as political-party divisions and conflictual relationships could negatively influence the 

circulation of social currency. In contrast, aspects such as history of collective involvement and social organization 

could positively influence circulation. 

Today, in addition to the challenges identified by our research, the CDBs and the whole field of solidarity finance in 

Brazil are experiencing a moment very different from that of 2012. Contextual challenges make CDB activities much 

more difficult. The absence of an appropriate legal framework that assists with legitimizing these associative or-

ganizations, the total disrespect of the Federal Government to the field of solidary economy, and the insignificant 

financial support to this public policy are examples of the difficulties that CDBs are facing and will continue to face. 

Finally, it can be inferred that a legal framework for Brazilian solidarity finance could help building legitimacy to 

CDBs and social currencies. In our opinion, a legal framework would facilitate the access to public funding sources. 
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These potential funding sources are fundamental not only to improve the process of building CDBs and social cur-

rencies, but also to maintain and develop these entities. It would also assist with reducing the uncertainties result-

ing from governmental polices that dismantle structures and interrupt public policies built by civil society with 

potential to develop poor communities. 
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